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ee eee the Federal Reserve 


Board believes that in attempting 
to control the volume of credit 


| flowing into speculation a stitch in time 


should save nine. Imposition of in- 


#| creased margins as of February 1 are 


explained by Chairman Eccles as having 


#| constituted a “preventive” step and as 
# | having been actuated by the fact that 
# | brokers’ loans increased nearly $200,- 


000,000 between last October and the 
close of the year. Since the start of 
' this year, however, and before the new 
margins were announced, speculative 
\ borrowing had again turned down 
» sharply. 

' Federal regulation of margins un- 
 questionably has tended to keep the 
» stock market on a sounder basis than 
| existed in optimistic periods of former 
| days, but the precise effects can not be 





#—) measured for speculation is as much a 


§) matter of public mood as it is of the 


amount of margin required. That the 
present market is so largely on a cash 
basis is probably due more to a more 
sober speculative attitude than the 
mere question of how much cash a 
trader has to put up. Apparently the 
costly lessons of the 1929 crash and of 
the sharp reverses of the summer of 
1933 have borne some fruit. 

At present the maximum amount 
that can be borrowed on a listed secur- 
ity is 100 per cent of its lowest price 
since July 1, 1933, or 45 per cent of 
its current market value, the change 
having been in the latter figure, which 
before February 1 was 55 per cent. 
The change applies, of course, to new 
purchases and not to old accounts. 

The prevailing “sliding scale” sys- 
tem of margins was designed to prevent 
pyramiding of accounts as prices rise, 
one of the most glaring evils of the old 
margin system. 








New Margin Requirements 


The system remains needlessly com- 
plicated, however, both from the point 
of view of the broker and that of the 
customer. The next step, already 
hinted by Mr. Eccles, probably will be 
in the direction of a “flat rate” rule. 
This would be a percentage of the low- 
est price at which a security sold within 
a specified number of months, rather 
than a fixed proportion of current mar- 
ket price, and hence would retain a 
curb on pyramiding while simplifying 
calculation of minimum margins. Such 
a system would put all stocks in an 
“anti-pyramid” zone in bull markets. 
Only some 40 per cent of listed issues 
are so restricted now. 

Before this is done there will be a 
thorough study of margin requirements 
on collateral loans of banks. The 
method adopted for calculating the lat- 
ter probably will later be applied to 
brokers’ loans. 
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To invest successfully in 1936 you must act on facts. Earnings, 


financial positions, and actual prospects will be more important 
to you then than at any time in recent years. To aid you in deter- 
mining the facts about the various industries, and the situations of 
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individual companies in these industries— 


THE MAGAZINE OF WALL STREET 


Offers Its Fourteenth Yearly 


MANUAL 


A Yearbook of Financial, Industrial, Security Facts—prepared in 
an original style that saves your time, yet gives you complete in- 







F Record 
Complete _Finances 


_Pividends 
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Facts, Graphs, Statistics that will help i : ; . 
make your 1936 investment plans. formation on every important industry—company—and security. 
7 Our 1936 Manual, to be published March 9, contains a complete statistical 


record for the past three years on all the leading companies in every important 


Factual industry—in addition to high, low and last prices for 1935. 
The clarity and simplicity with which we present all data and interpretive 
and comment offers a complete, accurate picture—not only of the individual | 
corporation, but of the industry of which it is a component part. This infor- 
Interpretive mation can be invaluable in mapping your investment course throughout 
1936. It will help you to determine which securities to discard and which 
& to hold—and enable you to build a sound investment foundation. 


One hundred tables and charts illustrating basic conditions in important industries, and fully detailed 
tables giving leading companies’ earnings, financial position, etc., over a period of years. Practically 
every company of importance whether listed or unlisted is included. The data gives a complete record 
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of their progress or decline, points out their future prospects. 
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Analysis of the Stock Market for 1935 with 1936 Outlook. 
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years past. 

—New Stock Listings. 

—Stock Market Prices 1934-1935. 
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Analysis of the Business Situation from the standpoint of 
recent events and prospective trend. 


—Money and Finance. 
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—Record of Production of Leading Commodities and New Produe- 
tion Trend. 
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The Trend of Events 


SCARED 
GOLD 


OR some time vast sums of capi- 

tal have been hot-footing it from 
One country to another, seeking 
opportunity or safety. The visible movement is in the 
form of shipments of gold. A tidal wave of the metal 
has been rolling in here for more than two years, last 
year’s intake alone having been more than $1,700,000,- 
000. Relative to these previous abnormal receipts, the 
recent movement of some $20,000,000 of gold from 
New York to Europe is insignificant and is believed to 
be temporary. 

Started by renewed doubts as to our Government’s 
fiscal outlook, due to passage of the soldiers’ bonus and 
some loud talk by our bloc of Congressional inflationists, 
the gold outflow has, for the moment at least, been 
checked by the dollar’s firming coincident with a couple 
of not particularly difficult gestures of retrenchment by 
the Administration. 

Meanwhile, approximately $10,200,000,000 of gold 
lies in the vaults of the Treasury, subject to no little 
confusion of thought. Senator Shipstead asks, “Who 
does it belong to?” Representative Patman asks, “Why 
shouldn’t we print money against it?” 

Well, it belongs to every individual who claims pay- 
ment for goods or services, for it is the metallic reserve 
underlying tokens of currency or bank checks with 


which all of us do business. Moreover, while there is 
more of it than we need and the Treasury has admitted 
a willingness to see some of it go back abroad, very 
little of it is really “idle” gold, for large claims against 
it already have been issued. More than $7,768,000,- 
000 is allocated to the Federal Reserve System. Then 
the Stabilization Fund has a claim to $1,800,000,000 and 
there is a reserve of $156,000,000 behind United States 
notes and Treasury notes of 1890. Less than half a 
billion, credited to the Treasury’s general fund, is 
really “idle” gold. 

And if more currency were issued against this gold, 
the metal would still remain locked in the Treasury, 
exactly as “idle” as it is today. This is the reality behind 
the flim-flam game in which some of the gentlemen of 
Congress wish to pay the Government’s bills by starting 
the printing presses. 


—_ 
CREDIT ITTLE or no complaint can be 
CONTROL had with President Roosevelt's 


recent selection of Governors of 
the Federal Reserve Board. Each of the newcomers 
has had some experience in business or banking; and 
in view of the limited attraction of these positions— 
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financial and otherwise—it was not to have been ex- 
pected that the Board would be composed of nationally 
famous bankers or financiers. 

Whether the present Board will show greater wisdom 
and firmness in credit control than did the old Board 
remains to be seen. Its position is a somewhat curious 
one. Theoreticaily, its powers and facilities for con- 
trolling the expansion and contraction of credit were 
substantially increased in the last banking legislation; 
but actually the United States Treasury—politically an 
adjunct of the White House—is today our credit dicta- 
tor. Its deficit financing and its Stabilization Fund 
constitute the most powerful forces of monetary and 
credit management now operating. 

That this is so is no doubt an emergency phenomenon, 
but it is probably not commonly realized that adminis- 
tration of the Social Security Act and the vast funds 
to be accumulated in the hands of the Treasury under 
its functioning will. permanently give the Secretary of 
the Treasury tremendous power in the field of credit. 
In a very few years these funds will exceed the present 
record-breaking volume of excess bank reserves. Ulti- 
mately their total will greatly exceed the present na- 
tional debt. This means that as administrator of these 
funds the Treasury will be called upon to buy and 
sell Government bonds in far greater volume than the 
Federal Reserve System has ever yet done in its work 
of credit control. 


~~ 


THE SPENDING ONGRESS clearly dis- 


HABIT plays adamant resistance 
to any new and general 
taxation. This attitude and the urge of many Repre- 


sentatives to pay the increased Federal expenditures by 
“printing the money” throw striking light on the basic 
problem represented by public spending. It is not a 
new problem, except in magnitude. The crux of the 
matter is simply that it is politically easy—in fact 
attractive—for Congress to spend lavishly, but it is poli- 
tically hard for it to tax. 

This tendency, human though it is, is today the 
greatest threat to the Government's credit. Having 
spent largely, and continuing to spend largely, Con- 
gress attempts to avoid the tax-paying public’s dis- 
favor by either hiding the cost or making it seem pain- 
less. It hides part of the cost by means of indirect 
taxes. It makes the rest seem painless by borrowing the 
money, which merely defers the cost to a later day of 
reckoning. 

We have gone so far along this road that the Fed- 
eral revenues this year will come only 30 per cent 
from direct taxation and 70 per cent from indirect 
taxation. Together with the even more invisible method 
of borrowing this means that of the billions to be spent 
by the Government this year less than one-fifth will 
be provided by taxes that the taxpayer knows he is 
paying. 

The number of people paying income taxes consti- 
tute so small a minority that they are without signifi- 
cant political power. If we had five or ten million 
voters on the income tax rolls you would see economy 
at Washington. Since we do not have them and will 








not have them, it is probably fatuous to expect more 
than temporary repentence from spending politicians 
unless and until the credit runs out or the public 
awakens to the real cost ultimately to be met. 


— 


CLASS AGAINST T is, of course, the privi- 
CLASS lege of the United Mine 

Workers’ union and of 
their able leader, John L. Lewis, to enter the political 
arena by formally announcing they will support Presi- 
dent Roosevelt in the coming election and contribute to 
the Democratic campaign fund. Yet no one truly con- 
cerned with the national welfare, we believe, can fail to 
feel some misgiving over the growing tendency of the 
political campaign to array class against class. 

Our need today, as it was in March, 1933, is for 
effective, national political leadership. Whether through 
force of circumstance, political strategy or the personal 
leaning of the President, we appear to be drifting more 
and more to class leadership. Animosities have been 
fanned and continue to be fanned by the hot-headed 
bitterness of those who oppose all New Deal policies 
and by the equal bitterness with which many within 
the Administration denounce all criticism. 

When did either side of a political campaign have all 
wisdom and all integrity on its side? We believe there 
are millions of citizens, including ourselves, who heartily 
approve of many of the New Deal policies but who 
disapprove of others for reasons which they sincerely 
regard as valid. To this group it is going to be an 
unpleasant campaign, if its present lines are adhered 
to. What they most want to hear are words of reason 
and tolerance from one candidate or the other. 


— 
GENERAL HE general strike is the most 
STRIKES dangerous of organized labor’s 


weapons—dangerous not to the 
public, but to labor; for the fact is that no such strike 
was ever won, and none can be won. A general strike 
is a war against the public and inevitably will be 
crushed by the forces of government, backed by public 
opinion. So it was with the British general strike a 
decade or so ago. It not only resulted in defeat for the 
unions, but in the imposition of legal curbs upon them. 
The San Francisco general strike likewise failed. Ex- 
perienced labor leaders know the general strike is a 
boomerang. That is why, on advice of the American 
Federation of Labor, the recent general strike at Pekin, 
Iil., was called off just in time to forestall mobilization 
of an opposition that most certainly would have won. 


on 
THE MARKET UR most recent investment 
PROSPECT advice will be found in the 


discussion of the prospec- 
tive trend of the market on page 494. The counsel 
embodied in this feature should be considered in con- 
nection with all investment suggestions, elsewhere in 
this issue. Monday, February 10, 1936. 
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| A S T S ée F [ —~ By Charles Benedict 


Invincible 


HOSE trends which have marked Ameri- 
can progress as distinctive from all others 
are again in evidence. Resourcefulness, inde- 
pendence, ingenuity, are unmistakably behind 
the reports of business recovery and the annual 
statements of corporations which are now be- 
coming available. Regained earning power in 
the face of heavy tax burdens, governmental 
regulations and other political obstacles attest 
on all sides to the initiative in privately man- 
aged industry that has not been downed. The 
exhilaration of finding our own way has enabled 
us fast to regain our youthful vigor to the satis- 
faction of the worker, the management and the 
investor. That is why there is no comparison 
between the social and political problems of 
Europe and those in our country. 

We are still anew country. There is plenty 
of room for growth and a long way to go to the 
point of over-popula- 
tion that exists in the 
other countries of the 
world. Weare, in fact, 
still in the throes of a 
revolution which began 
with the invention of 
the steamboat and the 
cotton gin. 

We take for granted 
the tremendous growth 
we have made in only 
a few decades. We 
have led the world in 
invention and_ enter- 
prise. We have also 
led the world in the im- 
provement of the con- 
ditions among laboring 
people, and we have 
done it at an astonish- 
ing pace. Our grand- 
fathers would have 
stared in amazement 
at the rows of automo- 
biles before each fac- 
tory gate. Where else 
in the world does the 
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Wide World Photo. 





A Cheering Sign of Activity 


laboring man—even the relief worker—ride to 
his job in his own motor car? Where else have 
the working classes such facilities as the tele- 
phone, the washing machine and the hundred 
and one devices which we have developed for 
making the lot of women folks easier? There 
isno country in the world where the every day 
man is so well dressed, so well fed and so well 
housed as he is in America even after five years 
of depression. And, all this prosperity—all 
this material improvement has been built on 
the idea that every man has a chance by his 
own initiative and his own capacity, to rise 
to any station that his talents and capacity to 
work entitles him. And, we are only at the 
beginning of what we are going to accomplish 
because the spirit of progress is still strong with- 
in us, and the opportunities are still here. 

If capitalism and private enterprise needed 
vindication, as com- 
pared with  govern- 
mental bureaucratic 
collectivism, the record 
which is currently be- 
ing made in the face of 
adverse circumstances 
is providing it. Those 
among, us who are dis- 
satisfied are doing a 
lot of shallow thinking. 
They call themselves 
realists. Actually, they 
are reactionaries with 
an idee fixe who are 
attempting to apply 
imported European 
political theories, for 
which. there is no need 
in this country. There 
are others who are not 
so honest in their point 
of view. They see the 
gangster method of dic- 
tatorship and _ repres- 
sion so successfully 
used abroad that they 
(Please turn to page 545) 
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What’s Ahead for the Market? 


By A. T. Miter 


HE much discussed precedent of seasonal reac- 
tion in the speculative tempo during the bleak 
month of February gave the stock market no 

qualms during the past fortnight; and if such a short- 
swing reversal lies nearby one can only say there is 
no evidence of it at this writing, even though strength 
remains of the selective, rotating 
type, with a suggestion of churning 
congestion here and there among 
some of the recent favorites. 

Trading activity continues to aver- 
age less than 3,000,000 shares a day 
and is without any notable stimulus 
in the external news, what with the 
recent inflationary sentiment cooled 
by developments at Washington al- 
most as rapidly as it had previously 
been fanned and with business ac- 
tivity in temporary reaction. 

Whether inflation as a near-term 
factor blows hot or cold and re- 
gardless of a considerable downturn 
in the business index, all news con- 
tinues to be accepted as good news by this market. 
Its performance clearly reflects the prevailing con- 
viction that the present business recession, due chiefly 
to severe weather and the slackening of automobile 
production and sales, will prove of short duration. 
Optimism in the longer business trend, longer inflation 
uncertainties, reluctance of large holders to cash 
profits which would have to be so largely shared with 
the tax collector and the risk of “losing a position” 
by attempting to guess the short-swing fluctuations 
all combine to restrict liquidation and, consequently, 
to encourage speculative operations. 


Good Earnings Reports 


Moreover the corporate earnings statements for 
1935 now coming to hand in increasing number are 
generally favorable and in these days of restricted 
“inside operations” stocks do not usually sell off 
when the good news is out but tend to move higher. 
Notably excellent statements by General Motors and 
Chrysler have contributed strongly to recent bullish 
sentiment. The Chrysler report, although by no means 
typical of all industry, does suggest the profit possi- 
bilities inherent today under generally stabilized costs 
and increased volume, as reflected in this instance in 
earnings 267 per cent above those of 1934 on dollar 
sales only 42 per cent above the 1934 level. 

While there has been an advance of about $125,- 
000,000 in brokers’ loans since last October, there has 
been a net decline of $94,000,000 in the total during 
the past five weeks and the present figure is only 
$920,000,000. Hence it can not be held that margin 





buying has been a risky factor in the recent market, 
though this is not to say that the use of credit in the 
market is absent. Such of it as is present is chiefly the 
indirect result of the Government’s deficit financing, 
as reflected in increased bank deposits. 

Nor has the market been in the least disturbed by 
the recent imposition of larger mar- 
gins by order of the Federal Reserve 
Board or by a second gesture of 
credit control in the form of recent 
transfer of some $500,000,000 of 
Treasury balances from the commer- 
cial banks to the Federal Reserve 
Banks, the effect of which is to hold 
down excess bank reserves. 

Such minor gestures of credit con- 
trol will be meaningless as long as 
the stock market remains so largely 
on a cash basis and as long as doubts 
concerning the Federal deficit— 
which is the heart of the credit 
problem—remain substantially un- 
clarified. The recent proposed can- 
cellation of aproximately $1,000,000,000 of unused 
lending power by Federal emergency agencies and 
hints that the President has asked various agencies to 
cut their spending plans by $500,000,000 are simi- 
larly minor gestures, though they have tended to quiet 
recent European fears of our position and to harden 
the dollar, apparently terminating the brief flurry 
of gold shipments out of New York. 


Investment Policy 


In this general setting we see no reason to disturb 
either sound investment holdings or conservative, long 
range speculative commitments. In new purchases, 
however, especially for short-swing speculation, we 
believe the period just ahead is sufficiently uncertain 
to necessitate both caution and close discrimination, 
bearing in mind the broad scope of the advance already 
experienced and the immediate business recession. 

As above stated, we believe it reasonably safe to 
assume that the reaction in business activity is tem- 
porary, since it is due chiefly to the slackening in the 
motor industry and impediments to trade and trans- 
portation caused by extreme winter weather, espe- 
cially in the mid-West. Reflecting these developments 
our business index has now declined 18 per cent from 
the December peak, but still stands 12 per cent higher 
than a year ago at this time. 

Most motor plants now are down to four days a 
week and one leading manufacturer at present has 
cut to two days a week. This, of course, is not wholly 
a matter of winter weather, for in part it is the 
inevitable reaction from the remarkably active pro- 
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vestment holdings or conservative, long range speculative commit- 
ments. In new purchases, however, especially for short-swing 
speculation, we believe the period just ahead is sufficiently un- 
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duction and sales of the fourth quarter of last year. 
We see no reason to doubt the industry’s belief that 
March at the latest will produce a seasonal uptrend 
in sales and output. This will not only remove the 
present heaviest drag on the adjusted business index, 
but should provide positive support, although probably 
less dynamic than in the spring of last year. 

Meanwhile curtailment in motor demand has flat- 
tened out the usual seasonal rise in steel operations, 
but sharply expanded steel orders from the railroads 
has been sufficient to bring about an increase of 1! 
points in steel ingot output for the latest week, bring- 
ing the figure to 52 per cent of capacity. Rail orders 
in January totalled 214,500 tons or more than three 
times the volume of a year ago. Demand for railway 
car steel has improved even more sharply than for 
rails, the Pennsylvania Railroad alone having ordered 
more than 100,000 tons of plates, shapes, bars and 
sheets since the first of the year. 

This long-deferred buying of steel by the railroads 
is at present the brightest spot in the picture and still 
has far to go. Railroad freight trafic has shown 
substantial improvement because of abnormally heavy 
movement of coal. 

Severe weather has also hampered construction, 
while giving a further lift to production of electricity. 
Contract awards, however, and the increasing avail- 
ability of mortgage credit point beyond a shadow of 
doubt to a large gain in construction this spring, 


explaining the continuing strong demand for build- 
ing stocks of virtually all descriptions. 

Indeed, all present signs indicate that the strongest 
push in business activity, following the present reac- 
tion, will be to a much greater extent a durable goods 
affair than at any previous period of the recovery 
since March, 1933, with construction, machinery and 
equipment in the spotlight. The steel industry has 
scheduled capital expenditures of at least $200,000,000 
this year. Despite continuing political uncertainties, 
it is estimated that the utilities will spend at least 
$370,000,000 for equipment, as compared with $237,- 
000,000 last year and the low of $170,000,000 in 1934. 
It is not improbable that the railroads, given con- 
tinuation of the present trafic level, will purchase 
upward of 50,000 freight cars this year, against less 
than 22,000 last year, while present estimates for 
locomotives run to 300, against only forty-four in 1935. 

The recent mild recession in commodity prices has 
been extended a trifle over the past fortnight, due 
chiefly to continuing uncertainty regarding the Gov- 
ernment’s farm program and the resultant adverse 
effects upon some agricultural prices. We are unable, 
however, to see any threat of a significant price defla- 
tion, despite continued London rumors of an early 
revaluation of the French franc. 

Farm purchasing power remains at a favorable 
level, supporting retail trade at a mark 8 to 10 per 
cent higher than a year ago. 
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Happening in Washington 





By E. K. T. 








Currency inflation will = : 
have to come soon or it will 
be out for good. So, the sons 
of money mania—the silver- 
ites, the farmerites, the paper- 


ites—are rallying all the 
forces of discontent under 9 
whatever banner. A A A is lar loose. 


out, therefore be for inflation; 
silver purchase policy is a flop, 
therefore inflation; the bonus 
by itself probably will be an 
inflation dud, therefore pay it 
in gaseous money; specific fiat 
money for farm relief will 
probably fail, therefore give 
cheap money to everybody 
without fear or favor. So, if 
you like inflation scares you 


“must.” 


turers. 


Washington Sees— 


No end of inflation scares—but no greenbacks. 
A chance that the President may “turn the dol- 


Landon in lead in public favor, but Republican 
nomination an open race until the last minute. 


Chances favoring Walsh bill—a Presidential 
Patman chain store bill a blow at manufac- 
Tight Presidential curb on expenditures — 


spenders told to lay off. 
No additional taxes—only substitutes for lost 


= = money when Congress has the 
power to make money and the 
Supreme Court has agreed 
that there is no limit to Fed: 
eral taxing and spending, pro- 
vided the spending is general? 
Certainly Senator Frazier 
complies with this rule. 

How foolish, he thinks, 
for a great nation to allow 
itself to run _ periodically 
into a deficiency of pur- 
chasing power when it is 
so easy to provide it! 
Hearings are scheduled for 
March, and a great gather- 
ing of “modern” econo- 
mists is expected. 


are going to have all you can AA A taxes. Politics — Borah, active 
digest as long as this session of Bonus to be borne by Treasury financing. for the Presidency, loses 
Congress lasts : ground in direct proportion to 
‘ ; Housing schemes may upset economy cart. > Pte 
A scare a day will keep ad si sins his effort. .. . Landon regarded 


good money away’—and 
the stock market as skittish 
as a blind mule. Inflated 
currency won't come. You 
can act on that statement. date “liberals.” 


The monetary quacks 


Tugwell delaying his social revolution by mak- 
ing workers home owners. 


Smith walk-out as fusion of conservatives un- 
der Republican banner, but may also consoli- 


as sure leader when Republi- 
can convention assembles, not 
so sure as it disperses. Saluta- 
tory radio speech reported 
well received everywhere but 
in sophisticated Washington 
—Hotel room president mak- 





have a last hope on ice, and 
that is that the President will 
recall that the heretical Thomas Amendment is still in force 
by his own option, and can issue some “sound money” 
against the Treasury's free gold. Well, they have another 
one, and that is that the President will turn the dollar loose 
—like the pound sterling. 

Treasury factual studies of monetary situations all 
over the world indicate that the dollar is undevalued as 
measured by its gold content. It would be just terrible 
in inflation eyes to raise its gold content by decree. But 
to turn it loose from a fixed quantity of gold may lower 
its purchasing power. Ad interim daily inflation scares 
will depress the dollar—and that is better than nothing 
in the way of cheap dollars. 


Meet Senator Frazier, of North Dakota. He has 
found a simple and effective means of permanently curing 
the age-long economic curses of unemployment and old age. 
It is a wonder that his scheme was not enacted into law 
centuries ago—astounding that it has not been done since 
1933. The Senator simply proposes to give incomes to the 
aged sick, infirm, and jobless regardless. If you are without 
an income Uncle Sam will provide you with one. Five 
billion dollars of manufactured money is to be appropriated 
for the purpose. Why should anyone be without spending 
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ers are eyeing Representative 
(former Senator) Wadsworth. 
. . . Borah friends say he is no more foolish than a fox in 
picking the monopoly issue—expect the Supreme Court will 
make trust-busting a live issue by reversing the Circuit 
Court in the Sugar Institute case, submitted to it Febru- 
ary 2... . Trade associations are scared. Roosevelters are 
delighted with assault on “seven-eighths” of Federal activi- 
ties by Governor Talmadge of Georgia. Say such extrem- 
ism for states’ rights makes home rule issue a joke. . . . They 
are, however, jittery about Al Smith’s open revolt, but say 
the setting of wealth and social position that night of the 
Liberty League banquet will cancel out Al’s personal influ- 
ence. Attitude is patronizing—good man gone wrong, 
and to no purpose. . . . Republicans agree with Shouse that 
the Smith walkout settles Roosevelt’s fate. . . . Marked 
swing against Administration noted in the West among the 
farmers as well as business men. . . . Knox and Vanden- 
berg backers concede Landon present lead, but are ready 
for a deadlock between Borah and Landon. 


Business scouts here are scared by the word that the 
President has told his lieutenants in Congress that the 
Walsh Bill must be on the statutes by April 1. This step- 
child of the late N R A has the vice of being constitutional. 
Doubtless you know all about it. NR Avlike regulation 


THE MAGAZINE OF WALL STREET 








s has the | 


r and the 
agreed 
to Fed- 
ing, pro- 
general? 
Frazier 
e, 
2 thinks, 
to allow 
iodicall y 
of pur- 
en it is 
ide it! 
uled for 
- gather- 


econo- 


active 
] Ooses 
rtion to 
ogarded 
epubli- 
es, not 
Saluta- 
2ported 
re but 
ington. 
t mak- 
ntative 
worth. 
fox in 
rt will 
dircuit 
Febru- 
rs are 
activi- 
ctrem- 

They 
It say 
f the 

influ- 
rong, 
> that 
arked 
g the 
aden- 
ready 


t the 

the 
step- 
onal. 
ition 


EET 








of wages and hours for all plants engaged 
in making goods bought by Government 
agencies or with Government money. 
“Just as good as far as it goes as 
a 30-hour law—and it will go far.” 
A F L will raise merry hell if it 
doesn't pass. If the bill gets to a vote 
it will win. You want to see your 
Congressman—and soon. 


Patman Bill, aimed at chain stores, 
is making manufacturers creepy. What, 
no limited discounts for anybody! Price 
for a sack or a carload of flour just the 
same to everybody. 


Senator Bulkley, in receipt of many 
congratulations for his courage in the 
bonus battle—always opposing anticipa- 
tion of adjusted compensation—claims 
no credit. He is said to hold that his 
course was probably practical, good poli- 
tics, even if it was also good statesman- 
ship. His idea seems to be that the 
people as a whole often rise above group 
interest and reject clique control, and 
are just as likely to vote for the man in 
the candidate as for the position he takes 
on a controversial issue. 

This idea flourished in the days when America was 
more of a representative republic than of a democracy. 
Most members of Congress think they are automatic 
chessmen who move themselves on instructions by vox 
populi. They think a politician or a statesman who 
doesn’t remain on the job doesn’t add up to much. 


Only the Indians will enjoy the blessings of centralized 
government if somebody doesn’t hamstring the Supreme 
Court, sadly laments Commissioner Collier. In a recent 
manifesto (newshawks asleep), the Commissioner pictures 
the Supreme Court as taking away the hard won liberties 
of the people. About the same time the 
usually philosophical Wallace spoke of 
the processing tax refund decision as 
the record “legalized steal.’ Meantime 
the President bridles comment and or- 
ders Congress to save the Supreme 
Court the trouble of kicking out the 
specialized A A A offshoots—cotton 
control, tobacco control, and potato 
control. 


Such acts and the gesture of 
stopping lending by the H O L C 
(which has not lent a dollar for nine 
months) are getting the Washington 
observers all set for a proclamation 
putting a period to the emergency. If it 
comes you may be sure that the Presi- 
dent is cocksure that recovery will con- 
tinue. It would be terrible to tell the 
depression that it was officially dead, 
and then have it bob up like a bear, 
hungry from hibernation. 

Some of the New Dealers think 
that a sort of coroner's inquest pro- 
nouncing the depression dead and 
calling off the nurses and doctors 
would be the signal for a roaring 
boom, which might be all out of 
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Blank & Stoller Photo 
Senator Bulkley of Ohio 


Combines Politics and States- 
manship 





Wide World Photo 
Senator Frazier of North Dakota 


Among the Biggest Proposers 
of Spending 





roar and full of headaches by election 
day. 


Curbing existing spending authori- 
zations, however, is an admonitory ges- 
ture, which is being backed up all along 
the line with warnings to administrative 
chiefs that they are not to give even 
moral support before Congress to mea- 
sures not approved by the Bureau of the 
Budget. Obviously the President has 
made up his mind to make a real show- 
ing of economy this year. Taxes must 
be held down and expenditures restrained 
in the face of the unbudgeted bonus. 

There will be no bonus tax. More 
bonds for that. A bonus liquidating 
tax would be a powerful propellant 
for the fiat money drive. New farm 
aid taxes will be merely substitutes for 
taxes outlawed by A A A decision. 


The housing problem has now en- 
gaged the attention, if not the active 
efforts, of pretty much the whole coun- 
try. Benevolence, philanthropy, social- 
ism, capital, landlords, business, bums, 
and plain nuttery are getting so involved 
and confused in the vogue of housing 
that something new under the sun may be devised to add 
to public fiscal burdens and constrict the source of all 
revenue—business activity. 


Peter Grimm and his intra‘Government committee are 
slowly evolving an omnibus plan covering all Federal activi- 
ties relating to housing. It is liable to be hatched under 
Presidential incubation almost any day. Whatever may be 
done about housing for the underprivileged this is what is 
foreshadowed for the benefit of private enterprise under 
the aegis of the Federal Housing Administration: (1) 
Increase F H A insured mortgage loans to 90 per cent of 
the appraised value, (2) raise the limit 
of the total of such insurance to $2,000,- 
000,000 from the present $1,000,000,- 
000, (3) extend the period within which 
the Government shall remain in the 
insurance business—for both moderni- 
zation and mortgage loans, (4) amend 
the provisions of the National Housing 
Act relating to national Mortgage As- 
sociations so that there shall actually be 
some associations. 


Tugwell—credit where credit is due, 
even though the heavens fall—in the 
meantime, is actually achieving cheap 
and good housing. That is, in the 
Rural Resettlement division of his job. 
His Suburban Resettlement enterprises 
are as distinguished for their imprac- 
ticalities and excessive costs. In both, 
however, this boring-from-within so- 
cialist, strangely enough, provides for 
private ownership, while Mr. Ickes goes 
in for Government ownership and 
rentals. Purchase by the occupant, 
“just like rent,” is the Tugwell plan. 
The reason why Tugwell succeeds on 
one side and fails on the other is a 

(Please turn to page 546) 
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Can the Government Borrow 11 — 


Billions—and Avoid Inflation? 


National Credit Under Attack by Spenders and Inflationists 


By THEoporE M. KNAPPEN 


HEN the credit of the government of the United 
States begins to shake, catastrophe will be at hand. 
At the moment it is savagely assailed by national 
reckless borrowing and projected lunatic destruction of the 
integrity of the currency. So far, for six years, deficit has 
piled on deficit and debt on debt. From $1,000,000,000 in 
1931 the annual deficit grew to about $3,500,000,000 in 
1936 and promises to be at least $6,000,000,000 in the fis- 
cal year 1937. Annual expenditures will reach their all- 
time high in this calendar year when they can hardly be 
less than $10,000,000,000. In five years the debt has grown 
from $16,000,000,000 to $31,000,000,000 and will soon be 
$36,000,000,000. Despite an unfailing Presidential opti- 
mism as to a balance of the budget being only a year or so 
away, it never arrives. At this parlous juncture the wolves 
of currency inflation speed their vicious attack. 

The dummy deficit of about a billion reported by the 
President for 1937, as viewed in January, albeit with much 
misgiving, has now been upped $2,300,000,000 by the bonus 
debt incurred by Congress without hallowing in the White 
House, and at least another new billion will be needed for 
relief in 1937. New appropriations to take the place of 
the lost A A A taxes and of A A A refunds will cancel out 
in the budget against the lost taxes but will not add tempo- 
rarily to Treasury troubles. 

Anyway, Henry Morgenthau, Jr., Secretary of the Trea- 
sury, considers that he will have to stretch the credit of the 
Government to cover somewhat more than $11,000,000,000 
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of new borrowing and refunding during the next sixteen 
months. 

Can it be done without shaking the very foundations of 
the Federal credit structure, which has been as a mountain 
of granite in all financial storms since 1896? 

Yes, certainly, provided this session of Congress is spar- 
ing of further appropriations and flees from currency infla- 
tion as from death itself. Probably, it can be done anyway, 
unless inflation brings ruin. The absolute ultimate answer 
lies with the state of business and the whims of public 
opinion. If business should go bad, and public opinion 
have fever and chills it might be difficult and extremely 
costly to finance by the orthodox method of borrowing. 
Then currency inflation would be the only answer, being 
the last defense of kings and presidents alike when taxes 
fail and lenders deny. 

There is a remote but disturbing possibility that Uncle 
Sam—with credit good, business reviving and sound-money 
taxes cascading into the Treasury—will be moved to pay the 
soldiers’ bonus in greenbacks; maybe, also, $3,000,000,000 
of Frazier-Lemke farm loans. Not likely, but a Congress 
that has finally got up its nerve to overthrow the President’s 
will when he was right may plump for another flouting 
when he is still right. Such cold-blooded inflation might 
bring on the reluctant inflation that precedes bankruptcy. 
Bankers might be so alarmed by such wantonness on the 
part of such an august body that they would not lend; the 
moneyed public, big and little, might jerk its cash out of 
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the banks and scamper to — 
the shops and stores to 
buy ahead of the bad 
news. Then —vwell, see 
Germany 1920-24 for fur- 
ther particulars — or per- 
haps the historical illustra- 
tion might not be worse 


National Debt in 1930......... 


to 1926). Zero for money 
in the one case and 20 per 
cent in the other. 

Right here, let us pause 
to note that while we 
haven’t printed any new 
allpaper money yet, we 


Treasury income, 1935, fiscal year 


Expenditures (est.), calendar year 








The High Cost of the Depression 


National Debt in 1936 (est.)......... 

National Debt at war peak......... 
National Debt in 1914............. 
Increase of debt in 1936 (est.)...... 
Tr r i nding an nding) mos. 
than that of France (1920 amma ere aie — ee 
Treasury income, 1933, fiscal year. . 
Expenditures, 1933, fiscal year...... 


Expenditures, 1935, fiscal year. ..... 
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Debt carrying charges (est.), fiscal year 1937.......... 


political campaign some- 
body might spill some that 
would scare the public and 


sexasenennes the bankers. 


36,000,000,000 The latter, however, 
sath twa digliaacs 25,000,000,000 | will be as hard to scare as 
preeeasnress pe ester a man who already has 


site been cleaned by a bandit. 


The Government has the 


anions bata 11,500,000,000 

APedeaseeaste sak - So bankers in a_ treadmill. 

CIES svolaoo,o00 i] They've got to keep going 

WARE Re Tene te 7,375,000,000 | to avoid being crushed. 

Wi dcveian anaes 4,400,000,000 | Six thousand of the banks 

ie ee 10,000,000,000 are in debt to the R FC, 
900,000,000 


and all of them own gov- 
ernment obligations. 











have printed a heap of 
bonds in a way that makes 
them not unlike unsupported paper money in their effect 
on business. Eighty-five per cent of all the Treasury obli- 
gations put out under the Roosevelt regime have gone to 
banks instead of to investors—where they mostly went in 
the world war money madness. There’s all the difference 
in the world. Because when an investor buys a bond from 
the Government he gives the Government cash which pre- 
sumably he takes out of his bank account. When the Gov- 
ernment puts that money into its checking accounts the 
sum total of demand deposits has not been increased—just 
the same as when a man pays a bill out of his account. But 
when the Government sells a bond to a bank it gets not 
cash from somebody else but a credit entry from the bank, 
against which it draws its checks. The Government’s debt 
thus becomes the public’s cash and bank deposits. Purchas- 
ing power is in effect synthetically manufactured. 

Now, putting aside destructive inflation of the currency 
or business retrogression, will there be much difficulty in 
floating eleven billions of bonds in sixteen months? 

Not much if they are sweetened with attractive coupons, 
and recovery drives on. Destructive propaganda might be 
a menace—and there is some danger that in the heat of the 
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When water runs up 
hill and the sun rises in 
the West they will defame or cheapen their bonds—their 
assets—by refusing to take more or saying unkind things 
about them. Banks could easily break themselves by per- 
mitting bonds to break. Moreover, the bank examiners will 
continue to rate them at 100 cents on the dollar, and the 
Federal Reserve banks will lend on them to member banks 
at. par. Every bought bond is good for a loan—with the 
40 per cent gold backing as a restriction. Old debts become 
new collateral. Granting that the banking spirit and flesh 
are willing or at least compliant, what is the capacity of 
the banks to absorb? 

The banks have $3,000,000,000 of excess reserves right 
now—which means that they could buy $30,000,000,000 
of new bonds, provided inflation does not start a run to 
get some of the reserves for the depositors. The bonds they 
have already sopped up have filled their tills with cash. 
The more they take, the more the tills get, and the more 
the reserves rise—whilst commercial borrowing remains 
slim. The situation is an almost air-tight runaround for 
the Government. It can finance hugely for some time yet 
at low rates provided Congress doesn’t upset the apple cart 

(Please turn to page 541) 
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New Forces Improving Business 


Outlook 


Pace of Recovery May Be Ac- 


celerated as Year 


Advances 


By JouHn D. C. WELDon 
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trial re-equipment 
and modernization, the stimulus of Federal emergency spend- 
ing—all of these will continue to be felt. 

But a huge volume of business can always be taken for 
granted, for even in the depths of depression we go on liv- 
ing and consuming; and while we rejoice in the gains of a 
partial recovery and their continuation, the question that 
vitally interests us today is: Where are new and decisive 
gains coming from? Added to the progress of 1935, will 
they be large enough to put us near or over the crest of 
the hill? 

There are three spectacular changes in sight, of which 
two are of permanently hopeful significance. The first of 
these is recovery in construction. The second is increased 
expenditures by manufacturing industry, utilities and rail- 
roads for equipment. The third is the temporary, but large, 
addition to the public purchasing power that will result 
rom payment of the soldiers’ bonus. 

In a second group of less spectacular factors we would 
place further moderate gains in farm purchasing power, 
in motor production and sales and in demand for durable 
household equipment. 

If $2,000,000,000 or more were suddenly put into the 
hands of the farmers or of consumers desiring to buy automo- 
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year, the money be- 
coming available probably after July 1. If the business 
indexes at that time are rising, the effect would be to accel- 
erate the uptrend. If they are declining, due to the possible 
hesitation of industry to make important avoidable commit- 
ments pending clarification of election uncertainties, the 
effect would be to cushion the reaction, if not entirely offset it. 

It need hardly be said that the prospect of substantial 
gains in construction is the most heartening element in the 
year’s picture, since these, unlike the bonus, will not be 
of transient significance but of cumulative and lasting 
benefit. By far the biggest percentage jump will be in 
private residential building, accompanied by moderate gains 
in public works and industrial-commercial construction. 
Election uncertainties may tend to hold back the last- 
named type of construction during the second half of the 
year, so far as concerns new awards, but the present and 
recent improved volume of “paper” projects will at that 
time be contributing much actual construction, since such 
work is a matter of months. 

There are many influences affecting private residential 
building—such as available public purchasing power, mort- 
gage credit, costs, rental values, taxes and so on— but, 
fortunately, political uncertainties have little or nothing 
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far greater than that cre- 
ated by four or five years 
of depreciation and obsolescence in our industrial machine, 
not only because the want has been longer deferred, but also 
because, of business necessity, we maintain our industrial 
plant in relatively better shape in depression than we main- 
tain our living plant. 

It is probably safe to predict that only a new depression 
could significantly reverse the recovery trend now under 
way in residential building, so strong is the need and the 
desire and so improved are the factors of mortgage credit, 
public purchasing power and rental values. 


Houses to Be Built 


For the country as a whole, urban and rural, it is esti- 
mated that approximately 125,000 residential units were 
constructed last year, costing some $600,000,000. A con- 
tinuation of the trend of recent months would mean a con- 
struction of at least 225,000 units this year and possibly 
250,000. The dollar volume of such construction will be 
between $1,000,000,000 and $1,200,000,000. The gain for 
the year will be between $400,000,000 and $600,000,000. 

These are estimates of the effective market. The potential 
market, of course, is far greater; for both to fill the accumu- 
lated shortage and obsolescence of nine years and keep pace 
with population growth 


ward of $2,500,000,000 
for the year, against less than $2,000,000,000 last year. 

In industrial, public utility and railway equipment sub- 
stantial gains are indicated, with the first of the three 
probably affording the largest dollar gain and the last—rail 
equipment—the largest percentage gain, since comparison 
will be with a very low base. 

At the present time advance sales of machinery and 
machine tools are running ahead of deliveries by a growing 
margin. Some tool manufacturers are unable to promise 
delivery within less than ten months from date of pur- 
chase, as compared with an average of about two months 
@ year ago. While there may be some doubts regarding 
new orders in the second half of the year, the present trend 
suggests a machinery volume for the first half at least 20 
per cent above that of a year ago. 


Motor Companies Buy Tools 


In this field demand from the motor industry is espe- 
cially active, since it is already making the initial prepara- 
tions for the 1937 model cars to be introduced next Novem- 
ber. The 1936 cars—at least those commanding the lion’s 
share of the market—represent few radical innovations. It 
appears to have become the habit of the industry to “shoot 

“Ys the ~=works” every two 
years. By common report, 








would require building 
at least 500,000 to 600,- 


000 residential units a or 
year for many years. Bar- 

ring a termination of the 22 
basic recovery — which 300 


seems highly improbable— 
estimates of housing pros- 
pects are more likely to 
err on the conservative 
side than on the opti- 
mistic. We have an enor- 
mously important new 
factor in the popular long- 
term amortized mortgage. 
We have the new factor 
of pronounced. technolog- 
ical improvements now 
available in housing con- 
struction, notably in mod- 
ern insulation and auto- 
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the new models next No- 
vember will be—as Mr. 
Ed Wynn would say— 
“really different _ this 
time.” That means good 
1936 business in machin- 
ery. A large volume of 
machinery business also is 
assured in present or pend- 
ing projects for substan- 
tially enlarged or modern- 
ized steel making facili- 
ties, especially new rolling 
mills. 

With output of electric- 
ity at a record high, the 
utility industry as a whole 
is probably within 10 per 
cent of a volume which 
would force it to make 
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Profits in Containers 


Bottles or Tin Cans?—Owens-Illinois Glass 
Has Both, and a Stake in Building Besides 


By Laurence STERN 


N the world of economics all 

industries are not born with 

equal opportunity for a pros- 
perous existence and a secure old 
age. Some, like railroads and utili- 
ties, are born with politicians in the 
waiting room. Some, like steel, are 
born to a now-you-have-it-now-you- 
don’t-have-it demand. Some, like 
rubber, have to contend with 
chronic price uncertainties. 

But glass and the fabrication 
thereof were born to economic fa- 
vor in two basic respects. First, 
the raw materials — silica sand, 
limestone, soda ash and fuel—are 
in cheap and abundant domestic 
supply and present no inventory 
problem. Second, the demand for 
glass in its most important use is 
relatively stable in depression and 
in normal times subject to substan- 
tial long-term growth with the in- 
crease of population and rise in liv- 
ing standards. 

These inherent advantages were 
attracting artisan-entrepreneurs to 
the glass business thousands of 
years before the advent of the 
Christian era, and their ancient handicraft technique 
prevailed, without revolutionary change up until less 
than fifty years ago, when there began the conversion to 
mechanized, mass production, the gradual attraction of 
powerful and efficient aggregations of capital, the disappear- 
ance of hundreds of small manufacturers and the cumula- 
tive growth of a decreasing number of large glass-making 
corporations. 


The Most Profitable Market 


The most profitable market served by these corporations 
today differs only in magnitude from the market served by 
the glass makers of antiquity. In the civilizations of Egypt 
and Syria and Rome more glass was used for containers 
than for any other purpose. In this year 1936 more glass 
will continue to be used for containers than for any other 
purpose—more than ten times as much as will be rolled 
into window glass for our buildings and dwellings; more 
than twice as much as will be rolled into plate glass for auto- 
mobiles, store windows, display cases, and so forth. 

In short, the glass bottle, in thousands of variations, is 
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Automatic Glass Blowing Machine 


king of the glass business and a 
strong contender for dominance in 
the field of containers, along with 
tin cans, cardboard and fiber boxes, 
cellophane and foil wrappings and 
whatnot. 

The bottle enjoys a stable and 
profitable business not primarily be- 
cause it is glass, but because it is a 
container. Accordingly, it was 
either a wise or most fortunate 
choice that led the Owens-Illinois 
Glass Co. and its corporate fore- 
bears to specialize chiefly in bottles 
and secondarily in other kinds of 
containers, including wood and 
corrugated fiber boxes and cartons; 
and which recently launched it 
into the manufacture of tin cans. 

This company’s big profits today 
come chiefly from glass containers 
and from royalties on its glass-mak- 
ing machinery. For the future, 
and of unpredictable potentiality, 
is its new venture in tin cans. Also 
for the future, and wholly outside 
the field of containers, are its ex- 
plorations in the glass block for 
building purposes and in glass 
wool, a fascinating product of modern research which opens 
new vistas in insulation and fabrics. 

Considering its basic economic advantages and the suc- 
cessful capitalization of them over a period of years, as re- 
flected in its profit record and its increasingly strong finan- 
cial status, the only surprising thing about Owens-Illinois 
Glass is that its stock did not climb into the Blue Chip 
class until recently. 


Large Gain in Earnings 


By 1926 earnings had mounted to $9.16 per share on 
the 695,101 shares of common stock then outstanding, but 
the equity commanded a market appraisal less than ten times 
earnings, its price that year ranging between a low of 
5334 and a high of 9034. In 1932, though it earned $1.62 
a share on the 977,173 shares at that time outstanding, paid 
a $2 dividend and had current assets sixteen times current 
liabilities, the stock sold down to 12. Last year it earned 
$6.52 per share, with 1,200,000 shares outstanding, and 
today the annual dividend is $5 and the market price is 146 
or more than twenty-two times profit per share. 
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In these times of low yield from first grade stocks, little 
or no quarrel can be had with such a market quotation, but 
for the investor who examines this enterprise the question is 
not the validity of the present price in relation to present 
earnings, but the probable future earnings. Are their more 
worlds for Owens-Illinois to conquer? Will the pro- 
nounced upward trend of profits be continued? Is there 
“anything left” in the stock? 

In considering such questions it is appropriate to turn 
first to the externals—to markets and potential markets; 
then, second, to the company’s position in those markets and 
the internal factors of management, organization, methods 
and finances. 

The big three in glass containers are beverage containers, 
food containers and toilet-preparation and medicinal con- 
tainers; and while repeal of Prohibition has focused excited 
attention on the beverage container it is worth while to 
observe that the latter two classes of containers are always 
in large and stable demand. They constituted, roughly, 
40 per cent of the dollar value of all glass products in the 
depression year 1933. Indeed, their combined value of 
approximately $75,000,000 in that year not only greatly 
exceeded the combined 1933 value of window and plate 
glass, but equalled that combination’s 1929 value, when 
building and motor production were active. 


Recovery in Bottles 


Even without the stimulation of Prohibition repeal, the 
depression loss in the glass container field was only some 20 
per cent between 1929 and 1932. Virtually all of this 
loss has now been made up in non-beverage containers and 
the boom in beer and liquor bottles, of course, has lifted 
aggregate glass container volume to a new record high. 

The market for food, medicinal and toilet-preparation con- 
tainers and for glass tumblers and tableware—which Owens- 
Illinois also makes—is a straight consumption goods affair 
and, subject to temporary depression reverses, tends in 
the aggregate to expand gradually at about the rate of popu- 
lation growth. It is a steady profit-maker for Owens- 
Illinois Glass, but with a relatively static outlook. 

The boom in beer bottles came in 1933, due to extra- 
ordinary demand of brewers for initial stocks of bottles. 
Since beer bottles are returnable and refillable, demand has 
now fallen back to a more or less steady replacement busi- 
hess, important to Owens-Illinois Glass, but not lending 
itself to apparent dynamic expansion over the next few 
years. In this market we now have the Battle of the 
Century between the bottle and the tin can, with the can 
merely a runner- 
up thus far, and 
the ultimate ver- 
dict yet to be 
rendered by the 
beer- drinking 
public. Just to 
make the fight 
still tougher for 
the can, new, 
light-weight and 
cheaper beer 
bottles are now 
being offered, as 
well as the one- 
trip “Stubby” 
bottle that fits 
better into the 
modern ice box. 

Although most 
of its major lines 
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showed sales gains in 1934 and 1935, the principal gait 
centered in bottles for liquor. In this class of containers 
the prospects for additional expansion in demand this 
year is good. In fact, it should be good for several years 
because the trend of liquor prices is downward, as stocks of 
aging liquor mount higher, and the combination of lower 
prices, increased public purchasing power and better grade 
liquors can scarcely fail to stimulate consumption. Ulti- 
mately it should tend to bring volume in legal liquor much 
closer to the pre-Prohibition per capita average than is the 
case today. This will produce important sales and proft 
gains for Owens-Illinois Glass and such improvement would 
tend to be sustained, since liquor bottles, unlike most beer 
bottles are non-refillable. 


Royalties Mount Up 


Royalties collected by the company are a decidedly impor- 
tant and relatively stable source of income and will reflect any 
general betterment in volume of glass containers. This item 
in 1929 amounted to $2,410,972, held above $1,637,000 at 
the depression low and by the close of 1934 had passed the 
1929 figure with a total of $2,554,533 or about 30 per cent 
of the net profit of $6,496,359 reported for that year. 

Next to be considered as potential volume builders—and 
virtually impossible of forecast—are the company’s con- 
tinuing aggressive efforts to open new fields for glass 
containers, such as for coffee and motor oils; its entry into 
the manufacture of tin containers and the still less predict- 
able possibilities in glass building blocks and glass wool. 

In 1929 there were persistent newspaper reports of nego- 
tiations for a merger of Owens-Illinois and Continental 
Can, which would have made a truly formidable container 
enterprise. These were never consummated, nor even ofh- 
cially confirmed. Possibly the depression deferred the glass 
company’s ambitions relative to tin cans. Now they are to 
be realized along independent lines, with the indirect and 
not voluntary help of Continental Can in that its former 
vice-president in charge of manufacturing—F. A. Prahi— 
resigned early in December and became chief of the new 
Owens-Illinois can division. 

On January 21 announcement was made that Owens- 
{Illinois had purchased the Enterprise Can Co., of McKee 
Rocks, Pa., paying therefor 20,401 shares of its common 
stock worth about $2,896,000; and the Tin Decorating Co., 
of Baltimore, a subsidiary of the American Tobacco Co., 
for an agreed price of $3,000,000 cash. 

Whether this completes a new venture in expansion or 
merely starts one remains to be seen. It is reported that 
Mr. Prahl is en- 
gaged in a survey 
of the whole 
package field, in- 
cluding glass, 
cans and paper. 
In passing, more- 
over, it may be 
noted that 
Owens: Illinois 
was a stockholder 
in the Container 
Corp. in 1934 
and, presumably, 
still is, though its 
holdings were 
stated in the 
1934 report mere- 
ly as an invest- 
ment and were 
reduced from the 
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1933 total. There is scant reason to expect a merger here. 

It need hardly be remarked that it would require a seer, 
rather than an analyst, to foresee what the manufacture of 
cans will mean in profits to Owens-Illinois and how soon, 
or what the consequences will be in the competitive rela- 
tionships and price structure in the tin can field, within 
which American Can and Continental Can hitherto have 
had reasonably clear sailing. Whether by coincidence or 
not, the latter two stocks have suffered a considerable 
decline in market price in recent weeks. 

Doubtless entry of the 
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Cloth made of glass wool is soft, pliable, not brittle, and 7 


looks not much different from a linen or cotton or rayon 
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public buildings where fire prevention is essential. 
reported that ordinary textile machinery can be readily 
adopted to weave the very fine glass threads into fabric. More 


than fifty textile companies are now experimenting along this | 
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that medicine or milady’s 
toilet water, perfumes, cold creams and so on will ever be 
packed in anything but glass bottles and jars. 

Aside from the innovation of beer cans—and Owens- 
Illinois has no intention of making them, believing the beer 
bottle is the winner—the important container competition 
centers in food packages; and here Owens-Illinois, with both 
bottles and cans and an excellent sales organization to push 
both, will unquestionably give a good account of itself. 

There remains to be considered the glass block and glass 
wool, both newcomers. The glass block has the advantage 
of being translucent without being transparent and lends 
itselft admirably to practical and decorative uses in con- 
struction. It costs no more than tile, can be used any- 
where that tile is used and many places where tile cannot 
be used. Outside and inside walls of glass blocks, with glass 
wool insulation between them, can be adopted to any 
structure from a dwelling to a skyscraper. Such walls let 
in a soft, diffused light and from outside view are a forward 
step in decoration. Such a building lighted within at night 
will glow like a luminous pearl. 


Enter the Glass Block 


Nor is the glass block entirely a matter of the longer 
future. On the Rialto Building at Seventh avenue and 
42nd Street, New York City, there is now being erected a 
fifty-foot tower of such blocks. The interior of the 
Port of New York Authority’s new mid-town tunnel from 
Manhattan to New Jersey will be sheathed with glass 
blocks, rather than tile. A J. C. Penney store in Milwau- 
kee is made of them, as is a power plant in West Virginia 
and schools in several cities. These and lesser developments 
in various localities suggest that the glass block will figure 
prominently in the pending construction revival. 

Glass wool at present is used chiefly for air filters and 
insulation, in the latter use having the advantage of being 
not only fire and vermin proof, but immune to moisture. 
Its possible future uses in all manner of fabrics presents a 
most interesting conjecture and experimentation in this field 
is being conducted jointly by Owens-Illinois in its labora- 
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come increasingly important. 

Owens-Illinois, the Libbey-Owens-Ford Glass Co., and 
the Libbey Glass Manufacturing Co., all originated from 
the old Libbey Glass Co., which made glass tumblers and 
lamp chimneys. The bottle division took the name of Owens 
Bottle Machine Co., incorporated in 1907, became the Owens 
Bottle Co. in 1919 and in merger with Illinois Glass Co. 
became Owens-Illinois in 1929. Libbey-Owens-Ford makes 
flat glass. The Libbey Glass Co. is the largest domestic manu- 
facturer of tumblers—using a paste mold process distinctly 
different from the iron mold process used in bottle making— 
and of tableware and glassware for hotels, restaurants, soda 
fountains, etc. 

This confusion of names has now been somewhat simpli- 
fied, for Owens-Illinois late last year acquired the Libbey 
Glass Co., paying therefor 47,200 shares of stock worth 
approximately $5,000,000, thus rounding out its line in a 
field of glassware—non-competitive with its previous lines— 
in which the total domestic demand normally is more than 
$25,000,000 a year. Also last year the company acquired 
the insulation division of the Gustin-Bacon Manufacturing 
Co., of Chicago. 

The company has twenty-one efficient factories, located in 
economical proximity to the raw material supplies and to 
markets; and some thirty district sales offices. 

Probably an accurate general description of Owens-Illi- 
nois would be to call it an old enterprise with young and 
aggressive ideas. Its president and chairman is William E. 
Levis, whose grandfather was one of the founders of the 
old Illinois Glass Co. and who started his business career 
only a few years before the war in the lower ranks of that 
company, interrupted it to fight in France as a second lieu- 
tenant of infantry with the Third Division, won a D. S. C. 
for “extraordinary heroism in action” near Bois-d’Aigre- 
mont, France, July 15, 1918, then back to Illinois Glass, up 
through various departments, to vice-president, general man- 
ager and then president in 1928 at the age of thirty-eight, 
followed by the Owens-Illinois merger in which at the age of 
forty he became chief executive. 

Efficient production, alert selling and continuous research 

(Please turn to page 541) 
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tire Tariff's Structure 


Figures Based on Dollar Value Give Misleading Picture of 
Real Trade Volume 


Reciprocal Trade Treaties Are Gradually Lowering Our En- 


Are We Fooling Ourselves in 
Foreign [ rade? 


By Warp GATES 


HE total volume of international trade throughout the 
world, measured in terms of gold, has shown virtu- 
ally no recovery from the depression low, as reported 

in the economic researches of the League of Nations. But 
merchandise exports from the United States last year were 
42 per cent larger than in 1932, bottom year of world busi- 
ness paralysis; and merchandise imports were 55 per cent 
larger. 

Can it be that we are the smartest traders in the world? 
Smarter than the British? Or are our reported gains mis- 
leading? 

They are, indeed, very misleading because they are mea- 
sured in terms of dollars. For two reasons this throws but a 
very imperfect 


» 


as has been due directly to currency revaluation must be re- 
garded, obviously, as a temporary gain, since the ultimate 
upward adjustment of our internal price structure, whether 
in alignment with the revalued dollar or whether due to 
other inflationary factors, must tend to correct the dollar's 
present undervaluation. 

Finally, a so-called favorable balance of merchandise trade 
is illusory if we take no account of the large importations of 
gold and silver. As it was, our visible export surplus last 
year was only $234,000,000, the smallest in more than a 
generation, with the single exception of the year 1933. If we 
allow for net imports of $335,730,000 in silver, of doubtful 
usefulness, there was a visible unfavorable balance of more 
than $101,000,- 
000; and if we 
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trade, since the gold value of the dollar has been the same 
since the middle of January, 1934. On this basis the in- 
crease last year in merchandize exports was 7 per cent in 
dollar value, but our internal price rise for the year was 
also approximately 7 per cent. Moreover some part of the 
gain must be attributed to abnormal European demands for 
war preparations. 

On the other side of the picture the past year’s increase in 
dollar value of imports was approximately 21 per cent. 
Here, too, a substantial part of the apparent gain was a 
price, rather than volume, gain, for in most foreign coun- 


tries prices last year also were higher than in 1934, these in- 
creases ranging from less than 4 per cent in France to 8 
per cent in Great Britain and 25 per cent in Italy. 

After allowing for price changes, however, there remains 
an actual volume gain in imports for the year, compared 
with no apparent volume gain in the aggregate of merchan- 
dise exports. Of the volume gain in imports, part was due 
tc abnormal imports of agricultural products, resulting from | 
drouth here on top of crop curtailment. The balance of the 
gain, resting on a solid foundation, chiefly reflected our more 

(Please turn to page 543) 








oa Exports—Bought from U. S. 


Foreign Trade With Our Biggest Customers 


(Figures Show Millions of Dollars) 


eee | Imports—Sold to U. S. 





Argentina 
Average 165 
1926-30 95 
1985 49 
65 
Principal items we export to Argentina: 
Lumber Tin plate Industrial machinery 
Petroleum Electrical equipment Farm equipment 
Steel products Radio apparatus Automobile and parts 
Principal items we import from Argentina: 
Canned meat Sheep skins Flax seed Carpet wool 
Cattle hides Furs Quebracho 
Australia 
$385°5 ni 
: 33 


1985 7 
15 


Principal items we export to Australia: 


Automobiles and parts Electrical equipment 
Industrial machinery Gasoline and oil 


Principal items we import from Australia: 
Furs Sausage casings Wool 


Belgium 


Average 105 
1926-30 70 
1935 58 
40 


Principal items we export to Belgium: 


Linseed cake Tobacco Lumber Copper 
Fruit Raw cotton Gasoline and oil Automobiles 
Principal items we import from Belgium: 
Linen Hemp products Diamonds 
Brazil 
Aee6 0 ee 
° 200 


1935 44 
100 


Principal items we export to Brazil: 


Gasoline Tin plate Industrial machinery 
Kerosene Railway equipment Office appliances 
Steel products Electrical equipment Automobiles 











Brazil—Continued 


Principal items we import from Brazil: 








offee Nuts Wax 
Hides and skins Cocoa Castor beans 
Canada 
sci 
470 
1985 | 323 
286 
Principal items we export to Canada: 
Fresh fruits Petroleum Farm ama 
Cotton (raw) Steel products Automobiles and parts 
Cotton (manufactured) Electrical equipment Chemicals 
Coal Industrial machinery 
Principal items we import from Canada: 
Fish Lumber and products Whiskey 
Furs Wood pulp Nickel 
Wheat News print Asbestos 
Chile 


Average 46 
1926-30 75 
1935 5 
24 


Principal items we export to Chile: 
Cotton cloth Steel products 
Gasoline and fuel oil Mining machinery 


Principal items we import from Chile: 
Iron ore Copper Iodine Sodium nitrate 


China 


Average 109 
1926-30 141 
1935 36 
64 


Principal items we export to China: 





Wheat Lumber Tin plate 
Tobacco Kerosene Airplanes and parts 
Raw cotton Steel products 

Principal items we import from China: 
Furs Goat skins Handkerchiefs and 
Tung oil Bristles embroidery 
Carpet wool Raw silks Straw hats 
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Cuba 
remains Average 133 
ompared 1926-30 [558 
1erchan- 
was due 60 
n f 1935 
5 om 105 
e of the 
ur more Principal items we export to Cuba: 
Iron and steel products Industrial machinery 
Electrical equipment Medicines 
Automobiles_and parts 
— Principal items we import from Cuba: 
Vegetables Tobacco (cigar) Bananas Molasses 
Grape fruit Rum Sugar cane 
France 
ss) 
| 153 
— 1935 117 
58 
Principal items we export to France: 
Fruits"and nuts Gasoline and oil Radio apparatus 
Leaf tobacco Copper Office appliances 
Raw cotton Electrical equi t Aut biles and parts 
Crude, petroleum Industrial machinery 
Principal items we import from France: 
Cheese Wines Paper (book) 
Gloves Essential oils Braids and fabrics 
Furs Laces Paintings and works of 
Brandy Silks art 
Germany 
Average 14.00) 
1926-30 | 
| 211 
1935 92 
78 
ts 
Principal items we export to Germany: 
Lard Dried fruits Copper 
Sausage casings Rosin Office appliances 
Furs Raw cotton Aircraft 
Apples Gasoline and oil 
Principal items we import from Germany: 
Leather Chemicals Hops Machinery 
Pulp wood Furs Cotton gloves 
India 
4o080 Ot 
137 
1935 fa! 
64 
Principal items we export to India: 
Lubricating oil Electrical equipment Industrial machinery 
Steel products Automobiles and parts 
Copper Medicines 
Principal items we import from India: 
Goat skins Flax seed Shellac 
Nuts Burlap Tea 
Italy 
Average 14} 
1926-30 102 
1935 72 
39 
Principal items we export to Italy: 
Raw cotton Steel products Industrial machinery 
Gasoline and oil Copper 
Principal items we import from Italy: 
Cheese Olive oil 
Canned tomatoes and paste Tobacco (cigarette leaf) 
Wines Hats (straw and felt) 
—a 














Japan 








fois | FS 

: 380 

1935 | 203 

[153 
Principal items we export to Japan: 

Raw cotton Automobiles and parts Wood pulp 
Steel products Fertilizer Wheat 
Copper Tin plate 


Industrial machinery Petroleum and products 
Principal items we import from Japan: 


Raw silk . China and earthenware Camphor 

Manufactured silk Toys Furs 

Manufactured cotton Tea Fish 
Mexico 


Average 122 
1926-30 126 
1935 66 

42 


Principal items we export to Mexico: 


Lard Industrial machinery Automobiles and parts 
Cotton (manufactured) Radio apparatus Chemicals and medicines 
Steel products Mining machinery 

Electrical equipment Farm implements 


Principal items we import from Mexico: 


Corn Coffee Sisal Copper — 
Bananas Chicle Crude petroleum Goat skins 


Netherlands 


Average 132 
1926-30 82 
Al 


Principal items we export to Netherlands: 


Apples Cotton Lumber 
Dried fruit Copper 
Tobacco leaf Gasoline and oil 
Principal items we import from Netherlands: 
Bulbs Diamonds Fertilizer 


Leaf tobacco for cigar wrappers 


Russia 


Average 76 
1926-30 17 


1935 25 
18 


Principal items we export to Russia: 


Raw cotton Industrial machinery 

Steel products Aircraft engines and parts 
Principal items we import from Russia: 

Furs Manganese ore Anthracite coal 


United Kingdom 


Average 


ae 





1935 | 
155 

Principal items we export to United Kingdom: 
Meats Raw cotton Office equipment 
Furs Petroleum products Lumber 
Fruits Industrial machinery Lard 
Tobacco leaf Chemicals 
Principal items we import from United Kingdom: 
Furs Tea Woolens Works of art 
Whiskey Linens Tin 
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Significant Foreign Events 


By Gerorce BERKALEW 


Foreign Representative of THE MAGAZINE OF WALL STREET 


France—Why Devaluation 
Must Come. 


The new French Government, under 
the premiership of M. Sarrault, is the 
eleventh since the present Chamber was 
elected less than four years ago. Com- 
posed principally of non-aggressive 
partisans of the Radical and other Left 
parties and no fewer than six of Laval’s 
ministers, the new Ministry has been de- 
signed mainly to avoid any accentua- 
tion of the party struggle in France dur- 
ing the short period which remains be- 
fore the election. M. Marcel Regnier’s 
appointment as Finance Minister is 
taken to denote that the previous gov- 
ernment’s defense of the franc is likely 
to be maintained during the interval. 

But economic events and foreign pol- 
icy move independently of cabinets. Re- 
gardless of what government comes into 
power, the problem of franc devaluation 
must sooner or later be squarely faced. 
Why is devaluation necessary in 
France? Technically, the treasury with 
its present gold reserves could maintain 
the gold standard for an indefinite period of time. Practi- 
cally, the maintenance of the gold standard could only be 
accomplished by the reduction of the National Debt burden 
through a consolidation of loans on a 2Y to 3 per cent basis; 
a sharp improvement in the adverse trade balance; a reduc- 
tion of colonial appropriations and rail deficits. None of 
these possibilities is likely to materialize. ‘Without the re- 
storation of confidence in the political stability of the coun- 
try, which has so far failed to take place under circum- 
stances more favorable than the immediate prospect promises, 
a rise in the value of rentes and hence the reduction in inter- 
est rates is highly improbable. 

A satisfactory movement of commerce, moreover, could 
only be effected by a drastic reduction in taxation on indus- 
try, and the lowering of tariff rates on essential primary or 
semi-finished products. A cut in colonial expenses and rail- 
road appropriations could likewise only be achieved by com- 
pensating revenue through taxes from these two sources. 
But total revenues in November fell as much as 25 per cent 
below budget estimates. Hence the treasury is casting about 
in the open market for loans as small as 100 million francs 
to meet current needs—will be forced to borrow between 15 
and 20 billion francs during the fiscal year or go broke. 
With some 40 billion francs jealously hoarded from circu- 
lation, the treasury has approached England for financial 
assistance. It is learned on reliable authority, however, that 
the conditions stipulated by British bankers were refused by 
the French treasury. It is rumored that one of the political 
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ALBERT SARRAULT 


New French Premier 


strings attached to the loan was franc 
devaluation. The only other source of 
ready cash available to tide the Trea- 
sury over its financial difficulties is Hol- 
land; but Holland is also in the grip of 
a severe monetary crisis. Trade is slow- 
ing down; wages are being drastically 
cut; taxes are rising. In the first eleven 


Revenues from income tax declined 
approximately 70 per cent. Hence 
France can expect little assistance from 
this quarter. The last internal 2-billion 
franc loan undersubscribed was finally 
stuffed into the portfolios of individual 
French banks. Further government 
borrowing, which soon may be resorted 
to, can hardly be undertaken in the 
domestic money market. There seems 
but one way out: devaluation. 

With 70 billion francs in gold re- 
serves, a 20 per cent depreciation in the 
value of the franc would make an im- 
mediate bookkeeping profits of 14 billion 
francs—conveniently more if required. 
Before this eventuality, treasury officials 
are likely to take steps to prevent a further panicky flight of 
gold to the United States. Foreign financial circles in Paris 
state that appreciably larger quantities of French capital 
would have sought refuge in Wall Street if it had not been 
for the widely circulated rumor on the Continent of the 
Administration’s intention to apply a new devaluation 
“fillup.” There has been, during the past month, only a 
negligible repatriation of French funds; although relatively 
heavy withdrawals from New York for safe-keeping deposit 
in London have been noticed during recent weeks. Despite, 
therefore, the incontestable improvement in business condi- 
tions of the United States and bear points of slack trade 
after King George’s funeral, together with anticipated Brit- 
ish armament expenditures, the pound remains in the eyes 
of the world the most stable and secure currency available. 
Given a financial policy which included monetary stabiliza- 
tion and a balanced budget, the dollar would unquestion- 
ably assume this position of pre-eminence. 

Preliminary but official statistics of the Ministry of Com- 
merce reveal a decline in imports of 2,151,000,000 francs; 
exports 2,377,000,000 francs in 1935, as compared to the 
previous year. An excess of imports over exports in the last 
twelve months was 12,500,000,000 francs. Scaling down 
in French foreign trade has taken place in practically all 
categories of commodities, but principally in the importation 
of foodstuffs, fuel, machinery and chemical products. Ex- 
ports fell off notably in the group of semi-finished and manu- 
factured products, including textiles, metals, mechanical ap- 
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pliances and luxury articles. The last quarter's trade figures 
showed no improvement, despite the evidence of transactions 
through American banks in Paris for the purchase of oil, 
copper, cotton, and other industrial goods for French ac- 
count, but for delivery in Mediterranean ports. 


* * * 


Asia—War Smolders on the Eastern Front. 


The penetration of Japan in China violates national feel- 
ings. Infiltration of communism on other fronts creates alarm. 
The situation is tense, enhancing the menace of war, brewing 
for more than a decade, between Japan and the Soviets. 
This danger, however, is not as imminent as it might appear 
on the surface; for the Soviets, at their present stage of in- 
dustrial development and their still unfinished expansion 
of railway facilities in the Far East, cannot run the risk of 
war at this time. Realizing these difficulties, the Soviets 
have quietly but persistently prepared the necessary ground- 
work for a future conflict—through propaganda, the or- 
ganization of trained reserves, and the accumulation of sup- 
plies along the frontiers. 

First, Outer Mongolia was quietly appropriated by the 
Soviets by peaceful penetration. Although this territory is 
not officially a part of the U.S.S.R., a de facto control has 
been instituted. Now the furthermost Chinese province of 
the west—Sin Kiang (Chinese Turkestan)—is rapidly suc- 
cumbing to Soviet domination. In November last a military 
agreement, signed by the autonomous government of this 
province, contained the following provision: Soviet troops 
are authorized to occupy Sin Kiang with a view to strength- 
ening the defense of this territory and of the Soviet line of 
defence in the east, in return for which the Soviet govern- 
ment guarantees the protection of Sin Kiang against foreign 
aggression. With this agreement, China yields to the Soviets 
another large chunk 
of territory, com- 


emancipation of the colored races which form the majority 
of the population of the earth. This transformation can be 
regarded as the beginning of a war—of a purely spiritual 
war—which will lift the materialist civilization of the Occi- 
dent to the level of the moral civilization of the Orient.” 
With sublime conceit, the General continues: “This great 
mission entrusted to our Japanese Empire by Heaven repre- 
sents natural obligations. As it is, Japan has already taken 
initial steps toward the fulfillment of these obligations: 
first by giving its support to the new State of Manchukuo: 
second by abandoning the League of Nations; third by abro- 
gating the Naval Treaty of Washington. . . . The funda- 
mental principle of our continental policy is national expan- 
sion, . . . emancipation of all Asiatic nations from the white 
tyranny.” Echoes of Palmerston in his palmiest days! 

Measures contemplated by Japan for the reorganization 
of China are practically all-embracing, and include the for- 
mation of a corporation with an initial capital of 10,000,000 
yen for development in the three principal fields of agri- 
culture, mining and transportation. Agricultural areas 
along the Peiping-Mukden railroad and in southern Hopei 
will be devoted to cotton production. Magnanimously, 
Japan guarantees to purchase the entire output. Sheep- 
raising on a vast scale is to be encouraged in the northern 
provinces. Here again Japan is designated the single cus- 
tomer. All mining enterprises—iron, gold, coal—will be 
financed by Japanese capital—controlled by mixed Sino- 
Japanese boards of directors. Economic assistance from 
European countries is to be vigorously opposed. This pro- 
yram appeals to an important part of the Chinese industrial- 
ists, and their support is practically assured to Japan. 

On the other hand the Soviets, alarmed by the growing 
influence of Japan, have been ceaselessly active in developing 
defences on the Manchurian frontier. The entire line be- 
tween the Baikal Lake and the coast—some 2,500 kilometers 
is being fortified. 


This 





pleting the commu- 
nistic circle around 
China _ from _ its 
northern and north- 
western frontiers to 
a point very closely 
approaching the In- 
dian border. 

With the closing 
up of these gaps 
along Russia’s far- 
eastern front, the 
communist danger 
to China and to 
Asia as well becomes 
more. threatening. 
Japan, with charac- 
teristic  astuteness, 





CHINA 





line forms a 
chain of small forts, 
srenUres concrete positions 


for anti-aircraft bat- 
teries; a second line 
of similar fortifica- 
tions runs further 
inland at a distance 
of 6 kilometers from 
the first, with nar- 
row-gauge railway 
connections and the 
space between mined 
and supplied with 
tank traps. What- 
ever the fortifica- 
tions along the far- 
eastern __ frontiers 
may be, their mili- 








is utilizing this dan- 
ger to promote a 
Sino-Japanese rap- 
prochement. Inter- 
esting in this respect 
from the point of view of the Japanese military, is the re- 
cent statement of General Tada, commander of the Japanese 
forces in Northern China. Speaking in defence of the con- 
tinued supremacy of the military party in Japanese politics, 
General Tada, with a nice mixture of racial mysticism and 
practical diplomacy, states that “the progressive modification 
of the international situation can be regarded as a protest 
against the tyranny and imperialistic tendencies of the na- 
tions of the white race. This evolution can be considered 
as the beginning of racial conflict, leading towards the 
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Sin Kiang—the New Autonomous Province of China That 
Has Come Under Soviet Control. 


tary importance will 
be almost negligible 
so long as railway 
communications with 
the center of Russia 
remain utterly inadequate for military purposes. Another 
Soviet difficulty in any prospective conflict with Japan is the 
oil supply. Oil fields in the northern part of the island of 
Sakhalin have an insufficient yield for extended military 
operations. The southern part of the same island, ceded 
to Japan in 1905, has a much higher petroleum output. Con- 
sequently the soviets are forced to ship all supplies in tank 
vessels from Batum on the Black Sea by way of Suez. But, 
since the Italo-Abyssinian conflict, all available Russian tank- 
(Please turn to page 542) 
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What the Bondholder Should 


Do 


Now 


Height of Market for High Grades 


Suggests Reconsideration of Policy 


By J. S. 


HE rip-snorting bull market in bonds has now lasted 
more than three years. 
yield on high-grade corporate obligations has dropped 

from better than 6!/2 per cent to a point hardly over 4 
per cent, while the return from United States Government 
obligations has declined from about 4!% per cent almost 
to 2 per cent. A full realization of what this means can 
be obtained from the accompanying graph. It will be seen 
that the yield from American corporate bonds is about at a 
record low and that one would have to go back to the turn 
of the century to find a comparable period. Indeed, a 
number of authorities contend that the present American 
money market can only be compared with that in Great 
Britain which existed in the late 1800's. During that 
period the yield on British consols went below 2/2 per 
cent and for a dozen years remained below 3 per cent. 
While this comparison with conditions in England un- 
doubtedly is a fair one so far as meagerness of return on 
capital is concerned, grave doubts can be cast upon the 
reasoning which goes on to conclude that the present ease 
of money in our country will continue for a length of time 
comparable with the length it lasted in Britain. In England’s 
case, she had become rich exporting the products of what 
was about the only mechanical production in the world, 
she was becoming richer by keeping well in advance of her 
feeble competitors, and richer still by making huge invest- 


During this time the average’ 
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ments abroad. She was at peace with the world; her 
government the most stable, the strongest, and the most 
respected. 

The United States can qualify under some of these heads. 
We became rich by developing our resources and exporting 
our products—violently rich during the years of the World 
War. However, our foreign trade is now but a shadow of 
its old self and, while our government is stable in the sense 
that it is in no immediate danger of being overthrown by 
force, it is certainly not at present the most mentally stable 
government in the world. Can you imagine a substantial 
group of M. P.’s in Victoria’s time seriously suggesting that 
the almighty gold sovereign might be clipped or sweated a 
little to advantage: that the welfare of the depressed Chinese 
and Hindu might be advanced by raising the price of silver? 
Can you imagine Victoria’s M. P.’s being held up by a 
bunch of Crimean War veterans, forced to vote even the 
able-bodied ones a huge bonus and then suggest that the 
Bank of England expand the fiduciary issue by the neces- 
sary amount? There is no need to go further: the fact of 
the matter is that the difference between the British Govern- 
ment of the eighteen hundreds and the American Govern- 
ment of today is the difference between day and night. 

The period of extremely low money rates that we in the 
United States are witnessing at the present time is not, as 
was the case with Britain, the more-or-less natural result of 
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mounting riches which were piling up faster than they could 
be employed, but springs from the artificialities of an 


ingenius banking and monetary system. The Government 
has been taking bank deposits and giving bonds in exchange. 
It has then given the deposits to the boondogglers. These, 
having boondoggled, exchange it for automobiles, or what 
have you, and it goes back again to the banks which still 
don’t know what to do with it. The fact that this process 
has been and still can be repeated more or less indefinitely 
accounts for the contention that money will continue cheap. 
Nevertheless, there are now faint signs of a somewhat firmer 
tone to money. Call money has been lifted from 4 per 
cent to #4 per cent and time money from 1% per cent 
to 1 per cent. Even more significant than this are the reports 
from underwriters that their customers have become a little 
more discriminating; they no longer swallow and swallow 
eagerly anything at any rate. 

The reasons for this more discriminating attitude appear 
to be twofold. There is first of all the realization that yields 
have, indeed, been extremely low and that, if fear or 
demand should develop to put them up, the height of the 
present bond market makes it extremely vulnerable. Sec- 
ondly, there have recently developed renewed fears for the 
purchasing power of the dollar. Direct printing press 
money has been advocated in Congress. Naturally, such 
agitation makes individual buyers of bonds wary. It also 
tends to have the same effect upon institutions, for, despite 
the fact that they deal solely in money and are not in theory 
interested in its purchasing power, and despite the exces- 
sive supply of funds for which they can find no satisfactory 
investment, recognizing the effect upon the individual they 
feel that their potential market has been weakened should 
they want to sell. Institutions realize, too, that no 
inflation ever got very far with money rates on a 


and we shall then enter upon a wide plateau where money 
will bring somewhat more than it does today. 

If this possibility of slight reaction in the bond market 
were the only factor to be considered by the holder of high- 
grade obligations, there would be hardly any question of 
the best course to follow—merely retain intact present port- 
folios and ignore it. Unfortunately, the bondholder faces 
today not only something in the way of a monetary loss, 
but the danger of loss of purchasing power is stronger than 
ever. 

Greater business activity alone favors higher commodity 
prices (it also favors firmer money, although surplus funds 
currently on hand are more than enough to finance any 
conceivable increase in business activity without forcing 
money rates skyward) and few seem to doubt that business 
is to make further gains. On top of this, however, there is 
the possibility of an inflationary rise in prices. In its prac- 
tical effects it does not make much difference whether the 
Government prints the money to pay the soldiers’ bonus 
and to finance its grandiose schemes, or whether it borrows 
it. The effect of a government deficit is inflationary always 
and when one runs up a debt as fast as this country has 
done, it becomes an inflationary force of the first magni- 
tude. And this, of course, is aside from the fact that the 
present Administration has never retracted its specifically- 
stated policy of fostering higher prices “in order that debts 
may be paid in the same money as that in which they were 
contracted.” 

Thus, is the holder of strong bonds menaced from two 
directions, although a loss of purchasing power is by far 
the gravest threat. What to do about it? Well, it is always 

(Please turn to page 546) 
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Semi-Annual Dividend Forecast 


Part II — Motors, Motor Accessories and Tires, 
Foods and Tobaccos, Chemicals, Public Utilities 


HE upward spiral of economic recovery is now firmly 
established. The despair of 1932 and early 1933 
recedes into history. The limited and erratic ad- 

vances and retreats of 1934 are forgotten and forgiven. The 
real thing—recovery irresistible—got off to a confident start 
during the second half of 1935 with the waning of political 
fears. By all of the present 


ing showing during the months ahead and undoubtedly will 
be translated promptly into dividends. 


SI a: 


ms Ta 


Yet, however favorable the general trend, there will, as | 


always, be wide variations between industry and industry 
and between company and company. The problem of the 
investor is individual and specific, not general. It is to serve 

this specific interest that our 








evidence it will make further 
progress this year, especially 
during the first six months. 
Thus the prevailing trend is 
running strongly in favor of 
the investor. Aggregate busi- 
ness volume is pointed upward 
and aggregate corporate profits 


ings. 


Two fundamental factors, the industry and 
the company itself, are used to form our rat- 
The letters A, B, C and D are applied 
in rating the industry; 
1, 2, 3 and 4 in rating the position of the com- 
pany in that industry. Thus: 


= = Semi-Annual Dividend Fore- 
cast is divided into industry 
and covered in three parts. 
Part I dealing with leading 
companies in the steel, railroad, 
mining and metal, amusements 
and liquor industries appeared 
in our issue of February 1. 


and the numerals 


are rising. To a large extent 
hampering governmental inter- 
ventions in the processes of in- 
dustry have been eliminated. 
Abrupt distortions in costs, 
operative in 1933 and 1934 
under the N R A codes, have 


INDUSTRY 


A—In a strong and expand- 
ing position. 


B—In a fairly strong and 
stable position. 


C—Depressed but prospects 
for recovery moderate- 
ly favorable. 


COMPANY 
1—Large current earnings; 
dominant in field; 
strong financially. 
2—Good potential earnings; 
important company; 
good financial position. 
3—Earnings still relatively 
low; fair financially; 
business volume mod- 


weak 


Part II is presented herewith, 
while Part III covering oils, 
building, aviation, merchandis- 
ing and many miscellaneous 
companies will appear in the 
issue of February 29. 

The tables comprising this 
service are accompanied by our 





been corrected or offset by en- 
larged volume. In consequence, 
earnings of well situated corpo- 


D—Depressed; declining prof- 
its; no signs of nearby 
improvement. 


rations should make a gratify- Zo Ct a 





erate. 
4—Doubtful outlook; 
financial position; un- 


Suuiidliae “aperaticnn. usual investment ratings, which 


are fully explained in the ac- 
companying table. 





Expect Further Gains for 
Automobiles 


Advent of Warmer Weather Should Solve Used Car Problem 


AST year was a banner one for the automobile and 
automobile accessory industries. Factory sales of 
passenger cars and trucks in the United States and 

Canada totalled 4,182,491 units, compared with 2,870,001 
in 1934. This is the first time since 1929 that output has 
topped the 4,000,000-mark. 

Nor has it been by any means a profitless prosperity for 
the automobile industry. General Motors has just reported 
a net profit of .more than $167,000,000, 77% above that 
of the previous year and the best showing since 1929. 
Chrysler surprised even the optimists by showing a net 
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profit within an ace of $35,000,000, or the equivalent of 
$8.07 on each share of common stock, an all-time record for 
this company. The big companies still continue far ahead 
of their smaller contemporaries, but one can no longer 
foresee the time when the industry would be concentrated 
in the hands of two or three giants; last year certainly gave 
the “little fellow” a new lease on life. Packard’s success 
with its new “120” has been sensational; the company moved 
from the “red” to the “black” and not long ago declared 
a dividend on its common stock. Hudson is another in the 
midst of a rapid come-back. 
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The outlook for the present year is good. It is, of course, 
understood that any estimates made so early in the season 
are apt to be proved pretty wide of the mark when the 
final returns are in. It is, however, possibly worth noting 
that all agree that 1936 should be a better automobile year 
than 1935. The more conservative place the output around 
4,300,000 units, while the optimistic run their estimates as 
high as the 5,000,000-mark. It is our opinion that the lower 
figure will prove more nearly correct. 


Purchasing Power Increasing 


The automobile industry enters 1936 with much in its 
favor. Business is expanding. Real purchasing power, the 
fruit of production, is increasing the country over; in addi- 
tion to which there is the pseudo purchasing power which 
results from the payment of “boondogglers” and the soldiers’ 
bonus. There is no doubt but that this purchasing power 
will be employed heavily in the purchase of automobiles 
Despite the increasing output of the past three years, it 
must be remembered that the potential replacement market 
has been growing larger and not smaller as one might think 
at first. This is because 1929 was the year of record auto- 
mobile production and, if one concedes the generally 
accepted estimate of a seven-years’ life, it means that poten 
tial demand will not be of record proportions until the end 
of 1936. 

Nothing, however, can be perfect and this applies equally 
to the auomobile prospect as to everything else. The princi- 
pal cloud in the automobile sky at the present time is to be 
found in excessive inventories of used cars. Almost every car 
sold these days involves a turn-in and, naturally, when there 
is an unprecedented demand for new cars, dealers are 
obliged to handle a huge volume of second-hands. This 
would be all right were the habits of the used car buyer 
the same as those buying new cars, but it seems that the 
used car market has a much more pronounced spring peak 
than the new. Thus, when the industry introduced new 
models in the fall, they were bought with gusto, but the 





used cars for which they were traded showed a marked 


tendency to stay with the dealer. And a dealer with all 
his capital tied up in used cars can do no new car business. 

The automobile manufacturer, however, is nothing if not 
fast on his feet. Seeing the way things were going, he was 
quick to organize used car promotional campaigns, some of 
them employing the radio, magazines and newspapers on a 
national scale. Chevrolet and Pontiac are among those 
attacking the problem from both ends. In addition to at- 
tempting the sale of the better grade used car, they are 
offering bounties for all those scrapped. Despite the fact 
that the used car situation is still the cause of some anxiety, 
it is believed that the vigorous efforts now being made to 
relieve it, coupled with the natural relief which will be the 
result of warmer weather, shculd not hamper the production 
side of the industry seriously in the coming months. 


Automobile Accessories 


As a measure of the gains registered by the automobile 
accessory companies, it may be remarked that out of the 
twenty-five companies in the accompanying table no less 
than seventeen, or 68%, are making payments to their 
common stockholders. Last year at this time the automobile 
accessory table contained nineteen companies, of which only 
nine, or 41%, were paying dividends; and, of course, many 
of the companies paying dividends then have since increased 
them or declared extras. 

Although it is reported that the purchasing departments 
of the automobile manufacturers are carefully scanning the 
accessory reports with a view to fighting for lower prices, 
should the earnings of the latter appear unduly high, it is 
believed that the expected increase in volume will more than 
offset any concessions the manufacturers are likely to obtain. 
By and large, therefore, the automobile accessories should 
continue to do well and because, as a group, they are noted 
for the quickness with which they adjust dividends to earn- 
ings, stockholders during the coming year should have no 
cause for complaint. 





































































































Position of Leading Motor Stocks 
ree Earned per | Share Price Range 7 
Company — -———1935———.. Recent Divi- Yield Market COMMENT 
See ; 1934 1935 High Low Price dend % Rating Saas ; 
UMERRRIAN clo cs st hvoislys aie Vinee larson are def a defa 4514 15 42 B-3 Has been a spectacular mover marketwise; still highly 
| = _ speculative. ear: 
| RIO ase eiece bei Soaese tas 2.19 8.07 937% 31 95 4.00 4.2 B-1 Has just enjoyed a record breaking year and de~ 
} clared largest dividends in Its history. 
Ford Motor, Canada “A”.......... 1.18 NF 321% 2334 25 0.50 2.0 B-2 Dividends this year likely to be larger than last. 
GTM MORONS 5 cs sp selene eo cise 5.37% NF 914 7% 8 1.77} 2.2  B-2 Anticipates a profitable 1936. a" 
| MSONGPAl MORONS oes 5 o6 5 osc e 5 sone 1.99 3.69 5936 2654 58 2.00* 3.5 B-1 Did well last year. Regular dividend seems well 
en ___assured, while there should be further extras. - 
7 9 Mos, Introduces suner-charged engine below the $1,000- 
| Graham Paige... 10. 0600 def def 44 14% 4 eae ___B-4__ level. Outlook obscure. 
| RUMEN AS SoG a ie pct sie Gra meee def Nom.E 174% 64% 15 B-2 Expected to report a small profit for last year. Pros- 
| _ __ pect, while speculative, Is hopeful. , 
Se rarer ore a def def E 38% 34 2 B-4 Operations have been suspended pending the raising 
| , ae wwe of additional working capital. 
| 9 mos. Introduces light truck and bus line which might well 
| PARC SROR ose ices ad yy ees Nom. def 3034 1854 33 1.00 3.0 B-2 prove very successful. In this case, the dividend 
| would be raised quickly, for the company Is strong 
oe SR _ 7 ~s financially. 
| ee nee def a def a 1914 11 18 1.00 5.6 B-2 Still striving to obtain a foothold in the low-price field. 
| Strong liquid resources lend reasonable assurance to 
———— = = the maintenance of present dividend. 
| MMEER ona goto os. ce nea g eke pe def 0.20E 1% 3% 8 0.10¢ 1.2 B-2 The “120” has been sensational success. Small 
| on = Eee sien eee dividend declared. nae 
9 mos. Doing somewhat better. Receives large government 
Jose b Snes CPL OPE ee oe _def _—def 554 24% 6 sane B-3 __ order. _ 
| ONCE 5.4 sas oa gisiniee yaks ea 1034 2% 10 B-4 Making progress in its ‘‘come-back,”’ following reor- 
- n ganization. ; 
| 9 mos. Huge accumulations on the preferred. Outlook for 
pi BM ee eee eee def _iNil 94 254 15 __B-4 the commen thoroughly obscure, 
E—Estimated. NF—Not available. a—Year to Nov. 30. { Paid during 1935. * Plus extras. 
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e,e . 
Position of Leading Motor Accessory Stocks 
Earned per Share Price Range 
Company — r 1935————. Recent Divi- Yield Market COMMENT 
1934 1935 High Low Price dend % Rating 

Bendiz Aviation .................. 0.90 1.25E 24% 11% 24 1.00 4.2 A-2 Resumes dividends with a 25-cent declaration, 
Should do well this year. 

9 mos. Output of aluminum castings established a record last 

Bohn Aluminum................. 4.31 $3.12 59% 3954 58 3.00 5.2 A-2 year, but profit margin narrowed. Regular dividend 
seems well assured. 

_ 3.06 4.75E 70144 2814 72 2.00* 2.8 A-1 Reduction In senior obligations has tended to hold 
down payments on the common. Nevertheless a 
candidate for larger dividends. 

“ 9 mos. Prospect of further extras. Possibilities In new 

Briggs Manufacturing............. 2.64 3.80 5534 2414 53 2.00* 3.8 A-1 plumbing line. 

‘ 9 mos. 

Briggs & Stratton................ 1.80 3.06 55 23% 52 3.00 3.9 A-1 May pay more In 1936. 

Budd Manufacturing............. def Nil 934 3% 11 Se ; A-3 —— better, although arrears on the preferred are 
arge. 

9 mos. 

eee ee 0.06 0.53 1434 2% 12 ee ee A-2 All arrears on the preferred stock now cleared up. 

Eaton Manufacturing............. 1.44 2.60E 30% 165% 28 1.00* 3.5 A-2 tenonans 4 that ‘regular’ 12)4-cent extras will be 
ncreased. 

Electric Auto-Lite................ 0.78 2.00E 3834 193% 38 1.20 3.1 A-2 = May pay more this year. 

Firestone Tire & Rubber.......... 0.7ia 1.53a 251% 13% 32 1.20 3.8 C-2 ae = raised to present basis. Appears 
well assured. 

- 6 mos. Large arrears on the preferred to be liquidated before 

LS 5 eer 0.41 0.45 14% ™% 19 C-3 the common can receive anything. 

6 mos. 
Goodyear Tire & Rubber.......... Nil Nil 26% 1534 26 C-3 Preferred accumulations as of 1.2.36 totaled $9 a share, 
. 9 mos. Recovery has been almost sensational; dividend raised 

Houdaille-Hershey “B”........... 0.63 2.06 3154 6% 30 1.50 5.0 A-2 to $1.50 annually. 

9 mos. Third quarter of 1935 showed loss, but should have 

Kelsey-Hayes Wheel “B”......... Nil 1.80b 2814 34% 23 A-2 done better in the fourth. 

E 9 mos. Strong financially; may make further “‘special” dis- 

Marlin-Rockwell................. 1.58 1.75 4544 20 46 2.00* 4.6 A-2 caveems ents. 

9 mos. Figures are on basis of new stock after 100% stock 

BECO ES o.oo 0015100500550 0.35 1.83 33% 3134 32 2.00 6.3 A-1 dividend. 

SPEEA rie bisue ovenancnanc 0.48 1.28 1534 1% 18 0.60 3.3 A-2 A possible candidate for a higher rate later on in the 
year. 

9 mos, All funded debt now eliminated. May not be long 

EO ere 1.47 2134 434 19 sins eal A-2 __ before payments are initiated on the common. 

Raybestos-Manhattan............ a.a9 2.50E 30% 16% 30 1.00 3.3 A-1 ~~ power and strong liquid finances would seem 
to justify expectations of greater generosity towards 
stockholders. 

5 9 mos. 
vj OEE 1.04 1.81 3134 1244 29 1.00* 3.4 A-2 Further extras anticipated. 

Spicer Manufacturing............. 1.37 NF 154% 84 15 A-2 Dividends on the may be delayed by the wish 
to strengthen working capital or retire the preferred. 

Stewart-Warner.................. 0.46 1.36 18% 65% 20 0.50* 2.5 A-2 Doing much better. May be further extras. 

. 9 mos. Recently raised regular dividend rate and declared 

Timken Roller Bearing............ 1.44 2.41 1216 2834 70 2.00* 2.9 A-1 an extra of $1. - 

6 mos. Company doing better, although the stock is not a 

(Lee eee Nil Nil 1744 9% 19 vo vin C-3 near-term dividend prospect. 

Young Spring & Wire............. 2.08 4.25E 53% 18 48 3.00 6.2 A-1  Company’s policy is to adjust dividends quickly to 

raising earning power. 
E—Estimated. a—Year to Oct. 31. b—On combined “A” and “B” stocks. * Plus extras. 

















Earnings Generally Lower for 
Foods and Tobaccos 


Most Companies Find It Hard to Maintain 


Profit Margins in the Face of Rising Costs 


able to mounting earnings for the majority of food 

and tobacco companies. The factors which began to 
operate with the start of our emergence from depres- 
sion continued throughout the year and it must be admitted 
that the prospect of any radical change for the better is not 
clearly defined. 


( feist during the past year were not favor- 
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The trouble with most of the food and tobacco companies 
lies in soaring costs which they have been unable to pass 
along to the consumer and still maintain reasonable volume. 
In: the case of the foods, the cause goes back to the devastat- 
ing drought of 1934, the effects of which were further aggra- 
vated by such artificialities as the processing taxes. While 
the Supreme Court has just outlawed the processing taxes, 
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there is a strong probability that Congress will impose them 
in another form—possibly a straight excise tax. The 
tobaccos are another group that have been hampered by 
processing taxes and a general increase in labor and other 
costs, the effects of which not even an all-time record out- 
put of cigarettes has been able to offset. 

The accompanying tables reveal, of course, a number of 
companies which did better last year than in 1934. Even 
among the meat packers are to be found those which 
made more money despite the formidable decrease in the 
volume of business available and the burden of the process- 
ing taxes. While the outlook for the meat packers must 
remain somewhat obscure until such time as the Government 
definitely decides what is to replace the defunct AAA, 
as matters stand at the moment there are grounds for 
moderate optimism. 


Dairy Companies Have Seen Worst 


Another important group which appears to have seen 
the worst are the big distributors of dairy products. The 
depression was late in reaching these companies, but when 
it came it served them as it did industry in general. They 
have been late in recovering and, although a start appears 
to have been made, there still remains much ground to be 
regained. This applies more to volume of consumption 
than to the price situation. Last year, for example, because 
of the high price, consumption of butter is estimated to have 
been between 4% and 5% under that of 1934. Cheese 
consumption also was less. What the dairy companies now 
need is greater volume. If they got it and managed to 
maintain last year’s average profit margins, a much better 
showing would be made. Nothing very much, however, 
can be expected before the summer, for no material increase 
in milk production can be anticipated prior to the spring 
freshening season. 


At first sight it appeared that the invalidation of the 
processing taxes would lend material aid to the depressed 


baking industry. Now, however, that there is talk of 
substituting some other tax for the one voided, the outlook 
must be taken as obscure. Several of the big baking com- 
panies will report earnings for 1935 under preferred divi- 
dend requirements. Continental Baking, for example re- 
ported its preferred dividend only about 60% earned, 
Ward showed about the same results, while Purity had 
an actual loss, all sustained in the final quarter owing to 
labor troubles. The biscuit companies still have to meet 
the keenest of competition and their climb towards a higher 
earnings basis is a steep one. National Biscuit did better 
during the latter part of last year, mainly because it was 
no longer handicapped by the serious labor troubles which 
it was experiencing in the early part. Earnings for the 
third quarter were equivalent to 40 cents a share of com- 
mon stock, compared with the low point of 22 cents in 
the first quarter. 


Investment Outlook 


Looking at the food and tobacco companies from the 
standpoint of investment, the prospective purchaser prob- 
ably will do well to remember that these are not the groups 
which will show the greatest profits during an emergence 
from depression. The majority of them are not growing 
dynamically. They never saw the depths that other com- 
panies did and, consequently, they cannot be expected to 
soar marketwise as would the stock of a company that barely 
escaped bankruptcy and is now doing a capacity business. 
About the most that can be expected of the foods and 
tobaccos is that they maintain their present dividends with 
possibly moderate extras from time to time. But for income- 
producing purposes there is much to recommend representa- 
tion in these two groups. 

































































e e . | 
Position of Leading Food Stocks | 
Earned per Share Price Range 
Company ———_—_—~_———~. —— 1935. Recent Divi- Yield Market COMMENT 
1934 1935 High Low Price dend N Rating 

MME a os ibins Oe tise oka aie 0.81a 0.53a 6% 34 6 B-3 Surplus cash likely to be used over the near-term to 
retire senior obligations rather than to pay common 
dividends. 

Beatrice Creamery............... 1.31b 0.47% 201% 14 20 0.50; 2.5 B-2 Doing better; earnings for November quarter equal 
to 37 cents a share. 

Beech-Nut Packing............... 4.87 4.75E 95 72 86 4.507 5.2 B-1 —_Exceedingly strong financial position enables company 
k. liberal towards its stockholders. Further extras 
ikely. 

MOBIL a Seis enisx ee owas va amines 1.02 NF 2734 21 29 1.60 5.5 B-2 — better. Regular dividend would appear as- 
sur’ 

California Packing............... 3.36b NF 4214 3014 35 1.50+ 4.3 B-2 _ Dividend outlook difficult to appraise because of lack 
of interim statements. 

Continental Baking “‘A”........... Nil Nil 11% 46 13 C-3 Accumulations on thepr eferred to be liquidated before 
the “A” can receive anything. 

Corn Products Refining........... 3.16 2.40E 7834 60 70 3.00 4.3 B-2 Unless earnings pick up within near future, dividend 
will not be completely assured though company is 
strong financially. 

Cudathy PACKING ......005....06sc00%8 2.972 1.35a 4714 37 40 2.50 6.3 B-2 Prospects have now improved, although last year 
made a poor showing. 

General Baking.................. 0.78 0.54d 1334 73% 12 0.60 5.0 C-2 Regular dividend appears well assured. 

EE I ibs bocce Seaeecuee 2.12 2.40E 3714 30 34 1.80 5.3 B-2 Possibility of stockholders receiving moderately more 
than the regular rate within the near future. 

Gemersl BEMIS. .............000..03. GOB NF 7214 597% 65 3.00 4.6 B-1 No reason to expect change in present dividend. 

Hershey Chocolate............... 5.53 6.00 81°4 1314 78 3.00 3.8 B-1 en does well. Extras, or even a higher regular 
rate likely. 

9 mos. No big margin of earnings over payments, but reguler 

Loose-Wiles Biscuit.............. 2.06 1.60 4154 33 42 2.00 4.8 B-2 dividend seems well assured. 

6 mos. Expectations of further extras seem well founded. 

I go ae akg 4.93 2.98 9014 55 80 3.00* 4.3 B-1 = Earnings large. 

(Please turn to next page) 
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Position of Leading Food Stocks—Continued 

































































Earned per Share Price Range 
Company ~ 1935———. Recent Divi- Yield Market COMMENT 
1934 1935 High Low Price dend o Rating ss 

National Biscuit.................. 1.57 1.50 3334 2214 34 1.60 4.8 B-2 Has — ane better. Elimination of the processing 
taxes h ' 

National Dairy Products.......... 0.93 1.30E 221; 12% 23 1.20 5.2 B-2 Outlook improved. May refund debenture 5!4s, with 

. advantage to common stockholders. 
.  ° | RE, 3.80 2.50E 81 64'5 70 3.00 4.3 B-2 Needs further impr t in gs to make 
= present regular dividend completely safe. 

Pillsbury Flour................... 2.80e NF 38 31 36 1.60 4.4 B-1 Nochange either way expected in present dividend rate. 

Partly Galeries... .... 05... .-0- 0.27 def 1734 834 15 1.00 6.7 C-2 Big loss in final quarter caused by labor trouble wipes 
out nine months profits. 

Standard Brands................. 1.06 0.97 19% 1214 16 0.80 5.0 B-2 Outlook Improved. Present aividend likely to be 
maintained. 

_ SES 0.838a 1.488 2234 145, 24 1.00* 4.2 B-1 _— Did exceptionally well last year. Further extras may 

= well be paid from time to time. 
Swift International............... 2.81 NF 3614 2734 35 2.00 5.7 B-2 Regular dividend appears safe. 
* ee mos. Believed to have turned the corner. Dividend appears 

United Biscuit................... 1.85 1.21 2815 2014 27 1.60 5.9 B-2 reasonably safe. 

Ward Baking “B”................ Nil Nil 3 114 3 C-3 Dividend accumulations to be liquidated before the 
common stock can receive anything. 

Wesson Oil & Snowdrift.......... 6.52 1.05g 55%. 30!» 42 2.50; 6.0 B-2 Earnings hinge largely on fluctuations in the price of 

- __ cottonseed oil. 

CS ee eerie 0.94 1.08a 9'¢ 3% 10 9.50 5.0 B-Z Helped by elimination of processing taxes. Conceiv- 

able that the dividend will be raised before the end of 
. a Me _ the year. sobs he 
a—Year ended Oct. b—Year to Feb. 28. c—9 months to Nov.20. e—Yearto May 31. f—Yearto Aug.31. g—Quarter end2d Nov. 30. E—Esti- 


mated. NF—Not available. 


t Paid last year. 


* Plus extras. 


























Position of Leading Sugar Stocks 





Earned per Share 


Price Range 















































Company — ——1935-——. Recent Divi- Yield Market COMMENT 
. : 1934 1935 High Low Price dend % Rating ree ed 
American Crystal Sugar 2.15a 2.00bE 19'< 614 17 C-2 Capital set-up much improved in past few years. A 
: ee Pe Ae {Ss a ee eee ____ dividend prospect later on. 
American Sugar Refining. . 3.56 NF Tu!» 50'. 55 2.00 3.7 C-2 No change over the near future in the present regular 
aes ____ dividend expected. 

Central Aguirre Associates. . . 2.96 2.15c¢ 29 2214 28 1.5 5.4 C-2  Ably managed. Company should have no difficulty 

> maintaining present dividend despite the quota im- 
. , 2 : posed by the Jones-Costigan Act. 
Cuban-American Sugar........... def d 0.24d 8', 5l< 11 C-3 Doing better, but preferred arrears of nearly $50 a 
- share obscure outlook for the 
..., ae: 29.37c 25.24c 159', 71 150 6.00 4.0 C-2 ened well. Proposing to split the common stock five- 
or-one. 
Great Western Sugar............. 2.6le NF 3474 2655 32 2.40 7.6 C-2 Earnings for the present fiscal year are expected to 
7 be somewhat under the current dividend. 
Guantanamo Sugar................ defa def a 234 1 3 C-4 Latest report showed smaller loss. Dividend arrears 
on the preferred. 
Holly eer 1.79a NF 23% 19', 25 oes TS C-2 All arrears on the preferred have now been cleared up. 
National Sugar Refining........... 1.04 NF 35 21 25 2.00 8.0 C-2 Funded debt completely eliminated last year. Present 
: ee et, : a dividend not wholly assured. 
South Porto Rico Sugar........... 1.95d 1.82d 28%, 20 32 2.0u 6.3 C-2 Bar unexpected decline in earnings, current dividend 


should be maintained. 








a—Year to March 31, 1935. 


b—Year to March 31, 1936. 


Position of Leading Tobacco Stocks 


c—Year to July 31 


d—Year to Sept. 30. 





e—Year to Feb. 28, 1935. 















































Eamed per Share Price Range eR Ty Fh 
Company ———~-——— ——-1935——--—. Recent Divi- Yi2ld Market COMMENT 
- : 1934 1935 High Low Price dend % Rating : 
American Snuff............... 4.05 3.29 76 63 72 3.00* 4.0 B-1 Possibility of further extras, while regular dividend 
: seems wholly safe. 
American Tobacco “B”........... 4.46 NF 107 7434 104 5.00 4.8 A-2 _ Despite the fact that the dividend last year was prob- 
; —_ ably unearned, no change in the rate is expected. 
Axton Fisher “A”................ 14.67 NF 60 43% 55 3.20 6.0 A-2 = Although participates with the “‘B” after the latter has 
received $1.60, the “‘A” is callable at $60 a share. 
J). aaa 7.45 NF 141 127 140 5.00* 3.6 B-1 — og earnings expected to be somewhat lower 
than li 
Liggett & Myers “B”............. 5.92 4.91 122 3334 115 5.00; 4.4 A-2 ee the usual $1 extra despite the decline in 
7 earnings. 
Lorillard, P.. 1.15 NF 26', 18', 25 1.20 4.8 A-2 No om over the near-term in present dividend rate 
expected. 
oe ‘ 6 mos. Makes rapid gains. Good prospect of extras, or even 
Philip Morris... .. ae 3.75b 2.15 6854 3514 70 1.00 1.4 A-2 = ahigher nso rate. 
Reynolds Tobacco “B”... 2.16 2.39 5855 43 \4 58 3.00 5.2 A-2 = Although not earned, present dividend likely to be 
ae maintained. 
; Z Just declared special of $2. Likely to continue in the 
END IO. 5 ccc os bk cad caws 7.09 7.49 1403; 119'¢ 141 §.00* 3.5 B-1 future as in the past a liberal policy towards stockhol- 


ders. 








b—Year to March 31, 1935. 


NF—Not available. 


* Plus extras. 





t Including extras. 
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Chemical Gains Likely to Continue 


Stocks Sell Characteristically High in 


Relation to Earning Power and Dividends 


HE chemical companies made further progress last 
year and many stockholders benefited to the extent 
of extra dividends and higher regular rates. Not that 

these augmented disbursements brought the average rate of 
return on the capital invested to a high figure. The chemicals 
as a group were selling high on earning power and income 
a year ago and are as high, if not higher, today. This char- 
acteristic, however, is a mark of the well-merited esteem in 
which investors hold these companies. 

In the chemical group one can find more progress and 
business aggressiveness than in any other. New products 
and processes are being developed constantly. Few indeed 
were the instances where the depression halted vigorous 
research. Not long ago the general assistant chemical direc- 
tor of E. I. du Pont de Nemours & Co. stated that at least 
400 new products had been introduced by the American 
chemical industry in the previous two years. It will be 
understood, of course, that the development of a large scale 
commercial market for a new chemical product is almost 
always a matter of years and that, as the demand increases, 
prices go down and profit margins are reduced. But even 


so, a constant stream of new things having a period of 
dynamic growth cannot fail to affect earning power favor- 
ably. Probably the most important development last year 
from a revenue standpoint was the commercial production 
of synthetic rubber by du Pont. This company is now 
prepared to produce 1,000,000 pounds annually. Mean- 
while, the plastics, synthetic alcohols, new paints, lacquers 
and explosives are also among those going ahead fast. 

While the oil industry is an extremely important con- 
sumer of chemicals, it is interesting to note how it is becom- 
ing more and more a producer of chemicals. Petroleum 
and petroleum gases are becoming ever more important as 
a source of various alcohols and acetone. It is to be doubted 
whether this has any particular long-term significance for 
the holder of chemical stocks; it is, however, illustrative of 
how all-pervading chemistry is becoming. 

The prospects of the chemical group are good for two 
reasons. Not only will their business follow general indus- 
trial activity and this seems clearly on the up trend, but 
their new products and processes should cause them to 
out-run the field. 





Position of Leading Chemical Stocks 





Earned per Share Price Range 
Company ——_———_ 7. — 198 Recent Divi- Yield Market 
1934 1935 High Low i end % Rating 


COMMENT 











ae Tak 4.93 6.30 173 10434 193 


In April stockholders will. vote upon a three-for-one 

split. A dividend of $2 a share expected on the new 
'ssue. oe | 
7% preferred stock called for redemption at 120. | 
Dividends may be doferred by the necessity of building 
B-2 up whiskey inventories. 


5.50; 2.8 A-1 





600 36  A4t 




















9 mos. _ 
3.95 10134 67 





Columbian Carbon............... 3.92 











0.60 1. 


| Allied Chemical& Dye............ 6.83 NF 173 125 165 _— 
| 9 mos. 
Am. Commercial Alcohol.......... 3.57 3.10 3535 221. 
9 mos. - 
American Cyanamid “B”’.......... 0.99 1.00 a... Be. 
| | ry ere 2.49 2.81 4814 3234 
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_A-2 Reveals steady progress. May pay more later on. 
A-1 Should make further progress. Just declared a 25- 
cent extra. 





a 1.8 
2.00° 3.4 
—aree Has a record of liberality towards stockholders; divi- 
_4.00* 3.8 A-1__dends will follow earnings closely. : 
0.60 3.0 A-2 May pay moderate extra when final figures for 1935 
























































Commercial Solvents............. 0.89 1.00E 23% 1614 
a ie ee become available. ; 
Dow Chemical......... .ssseeee 8.57%a 3.32a 10514 8014 2.00 2.1 A-1 No change expected in the present dividend rate over 
cn ae the near-future. 
Du Pont de Nemours............. 3.66 5.04 14614 8654 145 3.60* 2.5 A-1 The company is exvcected to pay additional extras from 
time to time. Rey 
Freeport Texas............. er aes | a ae 1 2 1.00 2.9  B-2 Profits in second half of iast year almost doubled, main- 
pe. ss Pe pie eet ly because of improved operating efficiency. 
| PISECUIOS POWGEE . 50... occ ees 3.94 4.23 90 ves 3.00* 3.4 A-1 _ Likely to distribute further extras as earnings improve 
ee ee ee ee eee ee : wee this year. rae 
| 9 mos. Progress is somewhat slow but, although the current 
| Mathieson Alkali.... res 1.20 1.03 3374 2334 1.50 4.6 A-2 dividend probably will be reported unearned for last 
| ee year, it Is likely to be maintained. e 
| Monsanto Chemical.............. 3.20 3.75E 9434 55 2.00° 1.1 A-1 Made steady progress throughout the depression. 
| = Sars Further extras likely. 
| 9 mos. 
Texas Gulf Sulphur. . _..... 1.81 1.387 3863¢ =—283f S88 2.00¢ 5.2  B-2 _Presentdividend thought to bereasonably well assured . 
Union Carbide & Carbon.......... 2.25 2.75E 75%; 44 2.00 2.6 A-1 Raises quarterly payment from 40 cents a share to 59 
Pye x on hoe x An ene cents. Further increase before the year end likely. 
9 mos. A candidate for extras, or an increased regular rate, 
United Carbon... .. Ris. sista ae 3.43 78 46 2.40 3.3 A-1 __not far in the future. 
6 mos. 
U.S. Industrial Alcohol........... 4.03 0.70 5056 356 2.00 4.9 B-2 _ 1934's earnings Includes large non-recurring profit. 








9 mos. 
ia i ead 1.55 1.20 25). 1634 


Earnings would indicate that the company were able 


0.40 1.5 _A-2 to distribute more to stockholders. 











| 
| Westvaco Chlorine. 


NF—Not available. a—Year to May 31. *—Plus extras. {—Paid in 1935. 
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Public Utility Pictured Marred Only 
By Politics 


Most Companies in a Position to Record Sub- 


stantial Recovery if Uncertainty Was Removed 


S this is being written the entire utility industry liter- 
ally is awaiting with bated breath the decision of the 
United States Supreme Court on the constitutionality 

of the Tennessee Valley Authority. Although conjecture 
among public utility and legal authorities has been rife, 
opinion as to the probable fate of the T V A in the hands 
of the Supreme Court is not unanimous. There are many 
who feel that the case against the Government in this 
instance is not as strong as were those involving the NR A 
and A A A and, therefore, a decision adverse to the utilities 
should not be unexpected. There are others who feel that 
the Court’s ruling may be in the nature of a compromise to 
the effect that the Government is wholly within the con- 
stitutional rights in providing flood control, improving the 
navigability of the Tennessee River and developing its 
power resources, but exceeds its authority in evolving plans 
calling for the transmission and sale of surplus power in 
competition with privatelyoowned companies. Another 
point involved in the decision concerns the legal right of a 
minority group of preferred stockholders of the Alabama 
Power Co. to restrain the company from selling any part 
of its property to the T V A, on the grounds that the latter 
project is unconstitutional. 

From the standpoint of the utility industry, as a whole, 
the immediate effects of an adverse decision would not be 
a staggering blow inasmuch as the only companies involved 
would be those operating in the territory embraced by the 
Authority. There is little doubt, however, that should the 
T V A be upheld that ultimately the Government will 
embark on similar projects in other sections of the country. 
A decision favorable to the utilities, on the other hand, even 
a compromise decision, would go a long way toward clarify- 
ing the legislative outlook for the industry and plans for 
new facilities and other expenditures would undoubtedly 
take concrete form. 


Public Utility Act of 1935 


With the T V A decision out of the way, an even more 
momentous decision awaits the public utility industry—the 
constitutionality of the Public Utility Act of 1935. Al- 
though it is possible that no opinion from the United States 
Supreme Court on this piece of legislation will be rendered 
until 1937, most authorities feel that its ultimate invalida- 
tion is practically a foregone conclusion. Enacted by a 
Congress in a vindictive mood, and obviously punitive rather 
than constructive in its provisions, the Act has already 
suffered a decisive defeat in the Federal District Court in 
Baltimore. In rendering the decision, Judge William C. 
Coleman gave it as his opinion that the Act was. unconsti- 
tutional in every phase, with the possible exception of its 
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preamble. Further confirmation is to be found, in the will- 
ingness of most of the leading utility companies to risk the 
consequences in failing to register with the Securities 
Exchange Commission on December 1, last, as required by 
the Act. 


Prominent officials identified with the utility industry | 
have been outspoken in admitting that there have been [ 


abuses in the past, but they also feel strongly that these 
abuses can be corrected and safeguarded against in the 
future by sane and sensible legislation. They do not oppose 
sound regulation but they are prepared to muster all of 
their forces against “death sentence” clauses and their like. 

Looking ahead, the probabilities are that the political 
assault, both Federal and local, directed against the utilities 
has passed the peak of intensity. There is hardly a section 
of the country where rates have not been lowered—some 
drastically—and with the public not as keenly interested in 
political appeals (largely illusionary) to their pocketbook, 
now that employment and purchasing power is rising, utility 
baiting is gradually losing force. 





Output at a New High 


If the utilities care to claim the doubtful distinction of 
being more harassed politically than any other major indus- 
try, they can also claim to have emerged further from the 
depths of depression than many other industries. Electric 
power ouptut last year established a new high record, 
exceeding the previous high in 1929 by nearly three billion 
kw.h., and a gain of nearly 9 per cent over 1934. The gain 
in gross revenues, however, was restricted to less than 
4V per cent, reflecting lower rates and, to a lesser degree, 
the fact that increased industrial consumption of power 
does not produce a corresponding increase in revenues. 

Nothwithstanding record-breaking consumption of electric 
power, gains in net income were even more restricted than 
in the case of gross revenues. When the record for last 
year is complete, it will probably show a gain in net income 
of less than 3 per cent. The failure of the industry to carry 
a larger proportion of gross to net is readily explained by 
increased operating costs and a heavier tax burden. The 
latter item alone is estimated to account for about 15 per 
cent of gross at the present time, as compared with about 10 
per cent prior to 1930. 

While it will be found that earnings available for public 
utility common stocks vary with individual companies, de- 
pending upon their taxes, rates, and general conditions in 
their respective territories, it is possible for interested 
security owners to draw encouraging conclusions from the 
reports of many of the leading units. Most of the more 


strongly situated companies have been able to substantially 
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offset increased costs and taxes by reducing interest and other 
fixed charges by availing themselves of low interest rates and 
refunding outstanding bonds at an appreciable savings in 
debt service charges. Meanwhile, the steady increase in 
the use of electric refrigerators, ranges, washing machines 
and other household appliances foreshadows further gains 
this year in the domestic load—the most lucrative business 


It is not possible to make any general conclusions with 
respect to the dividend prospects for utilities as a group 
and the reader is referred to the individual comments on the 
opposite page. In the main, however, it appears likely that 
dividends, even in those instances where a higher rate is 
seemingly warranted, will be continued on a conservative 
basis pending more complete clarification of the legislative 








































































































































































































of the power companies. prospect. 
Position of Public Utility Common Stocks 
| Earned per Share Price Range 
| Company —_—. ———1935 ~. Recent Divi- Yield Market COMMENT 
| 1934 1935 High Low __ Price dend  —°% __Rating 
| American & Foreign Power.... 2.46(b) 4.29(b) 9% 2 8 C-3 Large loans preclude early action on elther preferred 
| pe “ = or common dividends. 
American Gas & Elec......... 1.66 1.87 4216 1654 41 1.60* 3.9 C-2 Strong finances and improved earnings outlook presage 
oe ee additional extras. 
American Light & Traction.... 1.30 Nv1i.05 19 154 21 1.20 5.9 C-2 Earnings slow to show Improvement and dividends 
| Se not wholly assured. 
American Power & Light...... 2.23(a) Nv 4.23(a) 954 1% 10 C-3 Earnings aided by increased mining activity. May 
aan Increase pfd. dividends later tnis year. 
| American Tel. & Tel.......... 6.96 7.00 16014 98% 170 9.00 5.3 B-2 Could save large sums through refunding bonds. 
| ; Dividends secure for 36. 
American Water Wks. & Elec.. 1.03 Nv1.22 2234 1% 22 C-3 May resume dividends this year. Shares have In- 
| — teresting leverage facter. 
| Associated Gas & Elec. “A”... Nil NF 2% \Y 3 sas C-4 Future status vague. Dividends remote. 
| ———E 
| Brooklyn-Manhattan Transit...Ju 7.40 Ju 5.72 4634 3614 44 3.00 6.9 B-2 Earnings continue to lag behind last year but dividends 
| we reasonably secure. 
| Brooklyn Union Gas.......... Se 4.88(::) Se 3.72(x) 711% 43 55 3.00 5.4 C-2 Current dividend rate reasonably secure, despite 
| higher costs and reduced rates. pee 
| CHGS BECVICS 6 o.sioes civics cies eae Nil NF 34 34 6 C-3 Aided bv imeroved oil situation. Earnings Jasi year 
| wa may e ual $3 a share for pre‘erred issues poe 
| Columbia Gas & Electric...... 0.25 Se 0.32 1534 334 16 0.20 1.2 C-2 Rising rend of late earnings suggests further dividends 
for common in '36. 
] Commonwealth Edison........ 6.21 Se 6.36 9834 414 105 4.00 3.8 C-2 Earnings provide fair coverage for common dividends. 
No change imminent. 
| Comm>snwealth Southern..... 4.96(a) 6.27(a) 3 34 4 C-3 ‘Principal company to be affected by T V Aruling. Earn- 
| ings upturn strengthens preferred div. prospects. 
Con. Gas El. Lt. & Pwr. of Balt.. 4.04 4.41 90 5254 89 3.60 4.0 C-1 Could Increase rate to $4. Shares have investment 
merit. 
Consolidated Gas of N. Y...... 2.18 Se 2.07 3434 15% 35 1.00 2.8 C-2 Refunding plans will save substantial amount In 
interest. Dividends secure. 
| pi ge 4.28 7.60 130 65 142 5.00* 3.5 C-1 Regular rate may be raised to $5, on basis of strong 
| e finances and good prospects. 
| Electric Bond & Share........ 0.21 0.16 203% 34 19 C-3 Industrial prospects better but potitical factors tend 
| bot to obscure common dividend outlook. 
International Tel. & Tel....... 0.58 0.89 14 554 18 B-3 Elimination of Postal deficits aids net. Large loans 
| ; preclude early dividend action. 
| Louisville Gas & Elec. “A”.... 2.45 Nv2.41 2234 1034 22 1.50 6.8 C-3 Fair coverage for ‘“‘A” dividends appears to provide 
H ; reasonable assurance. 
| National Power & Light....... 0.85 Nv0.79 1434 4% 12 0.60 5.0 C-3 Higher costs offset moderate increase in gross. Pres- 
= ent dividend moderately secure. 
| Niagara Hudson Power....... 0.46 Se 0.47 105¢ 214 10 C-3 Slow recovery of earnings tends to postpone any 
| fioy eer ae vee Sewer eee action on common dividends. me 
! PROFEM BMOTICRR . once ccsc ncsce 1.04 Se 1.23 28 9 29 1.00 3.4 C-2 Late earnings lend adequate support to dividends. 
vx x =F. No change indicated. 
Pacific Gas & Electric........ 1.52 Se1.39 3154 13% 35 1.50 4.2 C-1 Substantial savings made in interest charges. Divi- 
anaes dends covered by good margin. ae 
Pacific Lighting. .....cccccces 2.72 4.35 56 19 56 2.40 4.3 C-1 Earnings recovery sufficient to support an increase 
ao in dividends to $3. as 
Peoples Gas, Light & Coke.... 2.89 1.52 4314 1734 45 C-3 Increased costs and heavy sales tax account for lower 
ae cab net. Reversal depends on revision of contracts. 
| Public Service of N. J......... 2.82 2.53 4634 2034 47 2.40 5.1 C-2 Narrow margin of coverage for common dividends 
| ae oe lends uncertainty to present rate. re 
| Southern California Edison... . 1.18 1.65(e) 27 1054 31 1.50 4.9 C-2 Important reduction in fixed charges and preferred 
| 5 — dividends through refunding. Dividends safe. 
| Standard Gas & Electric...... Nil NF 914 114 8 C-4 Complicated capita! structure places shares in highly 
- _ speculative category. i 
| Stone & Webster............. Nil Se Nil 154 21 17 C-3 Operations for ful! year may show a moderate profit. 
1 Dividends not an early prospect. 
} rr 0.17 0.11 134 1% 8 C-3 Asset value of common about $7.25 a share. Divi- 
| enlin dends not likely to be resumed soon. 
H United Gas Improvement..... 1.13 1.138 1814 9% 18 1.00 6.5 C-2 Earnings hold despite rate cuts and dividends fairly 
| secure, 
United Light & Power “‘A’’.... Nil Nv Nil 356 5 5 C-4 Earnings showing moderate improvement but divi- 
| dends remote. 
Utilities Power & Light....... Nil Se Nil 134 4 2 C-4 Losses somewhat lower but heavy capitalization 
| handicaps ‘‘A” shares. 
| Western Union.............. 2.14 4.60(e) 774 2054 85 2.00 2.3 B-2 Marked improvement in earnings foreshadows further 
| payments to shareholders. 
| (a) Earned on pfd. shares. (b) Earned on ist pfd. shares. (e) Estimated. Nv. 12 mos. to Nov. 30. * Incl. extras. NF—Noteavailable. Ju—12 
| mos. ended June 30. Se—12 mos. ended Sept. 30. (x) Exclusive of amounts held in suspense. 
| 
| 
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Chain Stores “ 


On the Spot” 


Shackles of State Taxation Grow 
Tighter, But There Is a Way Out 


By Ratpx L. Woops 


HE way legislatures are manhandling chain stores 
these days might suggest that the multi-store organ- 
ization is purely an “idea” enterprise; a device con- 

ceived in some distorted mind to exterminate the romantic 
general store and the neighborhood grocer with his ever 
ready and well worn credit “book.” 

Actually, the chain store is simply the major retail mani- 
festation of modern economic life. It is the mass produc- 
tion principle applied to retailing. As the primary pro- 
ducer and the ultimate consumer drew farther apart the 
retailer became the indispensable link. As life became more 
complex and population more centralized retail distribution 
tended to become obsolete, thus allowing the chain store to 
obtain a foothold and expand. In brief, the chain store is 
a product of economic forces still dominant. If it is not 
exactly indispensable, at least it is a logical development in 
the distribution field. With this fundamental thought in 
mind we should be able to make a realistic appraisal of the 
current outlook for chain stores without the admittedly sour 
notes providing all the fortissimo. 


231 local branch systems, 52,465 local chains, 41,083 sec- 
tional chains, 51,058 national chains. All others consisted 
of roadside stands, co-operative stores, and those of less 
importance. 

These few figures show that in number of stores the 
chains are far down on the list. Even allowing for consid- 
erable expansion since 1929 there is surely no reason to 
suppose that the ratio of chains to independents has experi- 
enced any substantial change. In fact, from 1929 to 1933 
the number of independent stores declined by 2 per cent, 
while chain stores dropped 4 per cent. 

A few other figures, of more recent vintage, will reveal 
a somewhat different and less surprising side of the ques- 
tion. According to Chain Store Age, November, 1935, 
chain store sales exceeded the average sales for the same 
month in the basic years 1929-1931. This is the first time 
since the depression began that this has happened. From 
1929 to 1933 retail business declined from fifty billion doilars 
annually to twenty-five billion. During the same period the 
independents’ volume fell 53.2 per cent while the chains suf- 





Because we are discuss- 
ing chain stores in general 
it is well to remember that 
there are bound to be a 
few exceptions to some of 
the things mentioned. 
Each type of chain store 
has its own special cir- 
cumstances and conditions, 
even though at bottom the 
same principle operates. 
That is, large-scale buying 
at low prices, for large- 
scale retailing at low 


prices, through outlets 
operated at minimum 
costs. 


When one pries into the 
question of chain stores 
versus independent stores 
a few surprises are en- 
countered. For example, 
government figures as of 
1929 revealed that the na- 
tion’s 1,543,158 retail 
stores are classified as fol- 
lows: 

1,230,000 single store 
independents, 49,071 two 
store independents, 15,512 
three store independents, 
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Where Leading Chains Operate 


American Stores (Groceries) 

Stores in Del., Md., N. J., N. Y., Pa., Va., W. Va. 
First National Stores (Groceries) 

All in New England and N. Y. State. 


Grand Union (Groceries) | 


Operates in Conn., Mass., N. Y., N. J., Pa., Vt. 
Great A. & P. (Groceries) 
Covers the East and as far West as Kansas. None between there 
and California but has 112 stores in latter state. 
W. T. Grant (Dry Goods) 
Nationwide except for States of Ariz., Colo., Ida., Neb., Mont., N. M., 
Ore., S. D., Wash. and Wyo. 
Jewel Tea (Grocery stores and wagon routes) 
Operates in 41 states, mostly in Middle West. 
S. S. Kresge (5 and 10—up to $1 in some stores) 
Operates in 26 states, mostly New England, Middle Atlantic, Middle 
est. 
Kroger Grocery and Baking 
Operates in 18 states, mostly in Middle West with greatest concen- 
tration in Il., Ind., Ky., Mich., Mo., O., Pa. 
Montgomery, Ward (Mail order and retail department stores) 
tores in all states except Del., Ga., Utah. 
National Tea (Groceries) | 
Operates in IIl., Ia., Minn., Wis. 
J. J. Newberry (5, 10 and $1.00) 
Nationwide except for Del., Neb., Nev., Mont., N. M., Wyo. 
Penney ony 
Stores in all states. 
Safeway (Groceries) 
Stores in Ariz., Ark., Cal. (largest concentration—1274 stores), Col., 
Ida., Ia., Kan., Md., Mo., Mont., Neb., Nev., N. M., Okla., Ore., 
Tex., Vt., Va., Wash., Wyo. 
Sears Roebuck (Mail order and department stores) 
Retail stores in all states except Ida., Miss., Mont., Vt., Wyo. 
Woolworth (5, 10 and 20 cent) 
Operates in every state. 














fered a drop of only 38.8 
per cent. The 1934 sales 
of drug chains increased 
14 per cent over those for 
1933. The total volume 


of food chains declined | 


37 per cent from 1929 
to 1933, while food prices 
dropped 36.4 per cent 
Food chain stores are said 
to distribute about one: 
third of all groceries sold 
at retail. Drug chains are 
doing about 20 per cent 
of the retail drug business. 
Not long ago the Federal 
Trade Commission, after 
exhaustive studies, stated 
that chain stores’ prices 
average 9 per cent less 
than their competitors’. 
Chains have made eco- 
nomical revisions of their 
store leases, and millions 
have been spent for store 
modernization. The trend 
in chain stores is toward 
more elaborate units, sug’ 
gesting that other appeals 
will be linked with the 


basic one of low prices. 


THE MAGAZINE OF WALL STREET 





— 
Dh 


os da0qolUcGBlUklUCU CUP 


a-= FA ew OOF le 


ee Le lh lS CU 





83 sec: 
onsisted 
of less 


res the 
consid- 
son to 
experi: 
o 1933 
r cent, 


L 


reveal | 


2 ques: 
1935, 
e same 
st time 
From 
doilars 
iod the 
ns suf- 
y 38.8 
4 sales 
creased 
ose for 
volume 
eclined 
1929 
prices 
cent. 
re said 
f one: 
>s sold 
ins are 
r cent 
Isiness. 
‘ederal 
after 
stated 
prices 
tt less 
ors’. 
S600’ 
their 
illions 
- store 
trend 
oward 
, sug’ 
ppeals 
h the 


prices. 


REET 





Eighty chains, operating 20,823 units, modernized 2,015 of 
them in 1935. Obviously, modernization must have proven 
itself as a sales multiplier. Chains are a calculating breed. 
Of course, there is nothing very stirring about these few 
facts. But they do indicate that while chains have matured 
they are not stagnant or static. There is still room for 
expansion and improvement, though the ground to be covered 
must necessarily diminish as the goal becomes nearer. Thus, 
if the chains were confronted by nothing more than normal 
competitive conditions the outlook might be assumed as 
wholly cheerful, if not exciting. Unfortunately for the 
chains, however, there are circumstances today that bedevil 
not only their plans 
for expansion but 
their current opera- 
tions as well. That 
is, 22 states have 














The wholesalers rage because chain stores purchase in as 
large, or larger, volume than they do, thereby obtaining 


wholesale prices, brokerage and advertising allowances 
Wholesalers contend that chains should not obtain whole 
sale prices since they are retailers. The chains, who avoid 
wholesalers and commission merchants when possible, argue 
that the middleman’s profit which they save by going direct 
to the manufacturer is passed along to the consumer. The 
battle rages most furiously in the food, drug and hardware 
fields. 

Thousands of independent retailers have formed volun- 
tary chains through which they obtain substantially the same 
price concessions as the corporate chains. Most 
wholesalers are angry at them too, and promise to 

“pour it on °em” when they have put the corporate 
chains in the poorhouse. Meanwhile, the volun 
tary chains have doubled since 1929, aided at times 




















punitive taxes by a_ small per: 
against chain stores centage of whole: 
and another measure salers. 
aimed fe them is States Which Tax ie likely that 
F . we have not seen 
now before Con Chain Stores e 
gress. These factors the last of these 
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average. Obviously, chain stores in these 11 states have not 
the most attractive markets. It is surely worthy of mention 
that such populous and wealthy states as New York, Penn- 
sylvania, Illinois, Massachusetts, New Jersey, Connecticut, 
and Ohio have no anti-chain store taxes. 

While it is true that these taxes, initiated in 1927, have 
been a burden for the chain stores, nevertheless the more 
important question is whether they shall spread to other 
states and be increased in states already having them. It is 
difficult to believe that consumers, who can more profitably 
trade at chain stores, are at all active in the movement 
against them. In fact, an alliance of wholesalers and inde- 
pendent retailers are really the chief protagonists. The inde- 


pendent retailer is naturally resentful of the chain store. 


for FEBRUARY 15, 1936 


treasury. Habits like that are not easily broken. 

As if all these state measures were not enough, Repre 
sentative Patman and Senator Robinson have a bill before 
Congress to cripple chains and large independents by mak- 
ing it unlawful to give or receive price advantages or 
discounts for quantity purchases of trade-marked goods 
The proposed law would except merchandise sold to whole- 
salers in contemplation of resale to retailers, but it is specific 
in refusing that device to chains for the purpose of obtain- 
ing price differentials on quantity purchases. Although 
some manufacturers fear that this penalty for efficiency in 
distribution would force chains to adopt their own and 
private brands, ordering to their own specifications at prices 

(Please turn to page 544) 
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Peace Time Demand for Explosives 
Increases 


Explosive Profits 


Ranking second and third in the pro- 
duction of explosives in the United 
States, both Hercules Powder and At- 
las Powder registered further gains last 
year. Hercules reported earnings after 
all charges and preferred dividends 
equivalent to $4.23 a share of common 
stock, against $3.94 a share in the previ- 
ous year, while the per share earnings 
for Atlas were $2.81 and $2.49 respect- 
ively. The stockholders of Atlas have 
just been shown in the most convincing 
manner possible that times are better, 
for the directors the other day declared 
an extra of 25 cents in addition to the 
regular quarterly dividend of 50 cents. 
Because these two companies have 
designated themselves nominally as 
powder companies it must not be 
thought that they are heavily in muni- 
tions of war. Indeed, Atlas does not 
make any munitions at all and for Her- 
cules the business is negligible. 


* * * 


The Bell System reported a gain of 
57,000 stations in January and Ameri- 
can Telephone common promptly re- 
flected the good news by climbing to a 
new post-depression high above 170. 


* * * 


Buying of Westinghouse Electric is 
founded on the belief that the demand 
for household appliances will continue 
very good while at the same time there 
will be a great increase in the demand 
for heavy generating and transmission 
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equipment. This appraisal of the situa- 
tion seems quite sound, although un- 
questionably the stock at current prices 
is discounting some of its possibilities. 


* * * 


Record Earnings for du Pont’s 
Chemical Division 


E. I. du Pont de Nemours reported 
that the earnings from its chemical divi- 
sion last year were the largest in history, 
exceeding 1929 by about 18%. In- 
come from its own operations during 
1935 totalled nearly $41,000,000 which, 
added to $22,500,000 received from 
the General Motors investment and 
$8,600,000 of miscellaneous income, 
brought total income to $71,850,000. 
This, after taxes, interest, a $3,250,000 
deduction for a contingent liability, and 
dividends on the debenture stock, was 
equivalent to $5.04 a share on the aver- 
age number of common shares outstand- 
ing. For 1934, the company’s earnings 
were equivalent to $3.66 a share. The 
remarkable progress made by du Pont’s 
chemical business is unquestionably the 
result of the heavy expenditures for re- 
search which has been the means of per- 
fecting so many new and profitable 
products. 


* * * 


Still an immense demand for low- 
priced “doggy” stuff, mostly based we 
fear on an unjustified mental compari- 
scn between what the low-priced stocks 
have done since 1932 and what the low- 
priced ones of today are going to do 
from now on. 


* * 


Factors in Finance Companies’ 
Earnings 


The two principal instalment finance 
companies, Commercial Investment 
Trust and Commercial Credit, have 
just reported the best earnings of their 
history. The receivables purchased by 
the former came within an ace of the 
billion dollar mark, while net income 
of $15,867,591, after all charges, was 
equivalent to $6.25 a share on each of 
the 2,519,792 shares of no-par common 
stock outstanding. The receivables pur- 
chased by Commercial Credit also 


For Profit 


moved to a new high of $526,000,000 
and net income of $7,800,133 was 
equivalent to $5.60 a share of outstand- 
ing common stock. The factors respon- 
sible for these remarkably good results 
include (1) The greater volume of 
instalment buying generally, (2) The 
early introduction of the new-model 
automobiles, (3) the ever declining 
rate of interest paid by the companies 
on money borrowed, and (4) The ex- 
pansion of instalment financing in the 
household equipment and machinery, 
and plant equipment and machinery, 
fields. As can be seen from the earn- 
ings, these favorable factors far out- 
balanced the rate reductions on auto 
mobile financing which became general 
towards the end of the year. As for 
the future, the possibility of further 
rate reductions and perhaps some firm- 
ing of interest rates makes it conceiv- 
able unless there should be further 
material gains in instalment buying 
that the earnings just reported by these 
two companies represent a peak for 
the time being. 


* * 


Of the order for 24 locomotives 
placed by U. S. Steel’s subsidiaries, 


Baldwin gets 15, Lima 5, and American | 


Locomotive 4. This order quite stimu- 
lated the railroad equipments market- 
wise, for it was taken as a sign that the 
long talked-of railroad buying had at 
last started. 


* * 


According to the transfer depart: 
ments of some of the big companies 
whose stocks have long been favorites 
in Europe there is evident at the present 
time a wave of selling almost compar- 
able to the wave of buying which oc~ 
curred a month or two ago. 


*x* * 


Higher Costs Lower 
Profit Margins 


Several reports for last year that have 
recently come to hand show that retail- 
ers continue to experience some trouble 
with their margin of profit. For 1935 
Safeway Stores had sales more than 
21% greater than in 1934, only part 
of which can be attributed to a 6.3% 
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and Income 


increase in the number of stores, where- 
as net income declined from the equiva- 
lent of $3.61 a share of common in 
1934 to $3.07 a share in 1935. This 
is clear evidence that the company has 
been unable to pass along in its selling 
prices higher wholesale prices and gen- 
erally increased costs of doing business. 

On the other hand, the decline in F. 
W. Woolworth’s earnings for 1935 is 
wholly explained by a 2.7% decrease in 
sales. Earnings for last year were equi- 
valent to $3.20 a share of common 
stock, against $3.30 a share for 1934. 
Woolworth, incidentally, is extending 
its experimental sales of items up to 
40 cents to all its 1,900 odd stores in 
this country. It is possible that this in- 
crease in price, something which may 
be carried even further, will reverse the 
downward trend in sales experienced 
by the company last year. 


* * 


Speculation in the aircraft compan- 
ies has slowed down considerably. It 
was something of a shock to enthusias- 
tic followers to discover that some of 
the companies would have to obtain 
more money in order to carry out the 
increased business they were obtaining 
and, in others, that such was the need 
for expanded facilities that the stock- 
holders’ chances of receiving anything 
over the near future had been les- 
sened. 


* «K 


Steels Show Great Improvement 


Last year was one of great improve- 
ment for the steel industry, a fact made 
very clear by the earnings reports that 
are coming to hand. National Steel, 
preponderantly a maker of light steels, 
profited by the activity in the automo- 
bile, household equipment and other in- 
dustries using these steels. Earnings 
were the best on record and were equi- 
valent to $5.15 a share on the common 
after all deductions, compared with 
$2.80 a share in 1934. Inland Steel, a 
completely integrated organization 
which was clever enough to vastly in- 
crease its light capacity before every- 
body started to do the same thing, re- 
ported a profit equal to $6.54 a share 
for last year, or more than double the 
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$3.10 shown for 1934. The improve- 
ment in steel has even begun to affect 
the old line heavy division of the indus- 
try to the point where common stock- 
holders at least begin to see daylight. 
Bethlehem reported for the year earn- 
ings of $4,291,253, after all charges 
and taxes, which was equivalent to 
$4.59 a share on the outstanding pre- 
ferred stock. This compares with a 
profit of only 59 cents a share on the 
preferred for 1934. Bethlehem is cur- 
rently proposing a plan to eliminate ac- 
cumulated dividends on the senior stock 
and, if this goes through and the ex- 
pected further improvement in the in- 
dustry materializes, one can conceive 
of some distribution on the common be- 
fore the end of the year. 


x oe * 
More Nations File 


Not long ago attention was called 
by this department to the fact that 
American holders of foreign bonds 
stood to suffer severely because so few 
of these securities had been registered 
with S E C. Nonregistration, of 
course, means delisting and the conse- 
quent loss of marketability would 


almost certainly be translated into an 
Matters, how- 


actual monetary loss. 


ever, now look brighter, for the list 
of those who have filed has grown sub- 


stantially longer. The Royal Hun- 
garian Government is the latest addi- 
tion, while prior to this application Bel- 
gium, Italy and the City of Brisbane, 
Australia, were among those filing. 
Great Britain, France and Germany are 
among the important countries which 
have not as yet made application for 
registration. 
«>» @ 


The old plan to merge the Great 
Northern, the Northern Pacific and the 
Burlington may be revived. Although 
it has been officially denied that such 
a plan is pending, from the economic 
standpoint it probably would be an 
excellent move, only to be improved 
upon by including the St. Paul. It 
is high time the country forgot that 
railroads are no longer the only means 
of transportation and that there exists 
no need to enforce disastrous competi- 
tion between one road and another. 

i * 


The can manufacturing business has 
been so profitable for so long that now 
everyone seems to be getting into it. 
Crown Cork & Seal is the latest to do 
so by the acquisition of a small Phila- 
delphia company. This on the heels of 
similar action taken by Owens-Illinois 
Glass. 


* * € 


Chevrolet’s efforts to stimulate the 
disposal of second hand cars by offering 
a bonus to dealers for each car junked 
have been crowned with success to judge 
by the recent report which places Janu- 
ary sales at 103% over January a year 
ago. This makes the month the best 
January on record despite distinctly un- 
favorable weather conditions. 





Courtesy, Colorado Fuel & Iron 


Steel Outlook Brighter 











SUN OIL 





A Money Maker in Good 
Times and Bad 


Financially Sound—Ably Managed 


— Trend of Industry in Its Favor 


By DonaLp Brown 


UNDAMEN- 

TAL improve- 

ment in the 
position of the oil 
industry, coupled 
with the demand 
for oil shares as a 
means of protection 
against possible in- 
flation, has focussed 
attention on all 
types of companies 
associated with 
petroleum. 

In the case of 
some oil stocks this 
interest is undoubt- 
edly of a transitory 
nature, but in the 
case of the more 
soundly situated 
companies, demand 
is predominantly of 
an investment var- 
iety and gives prom- 
ise of enduring. Particularly does this apply to Sun Oil 
whose place in the oil industry is in some respects unique. 


Se ap 


Characteristics of Sun 


The position is unique because, while the company is 
engaged in all branches of the industry from the production 
of crude oil to the ultimate distribution of finished petroleum 
products, it is nevertheless comparatively small in size and 
scope of operations. It is unique because, in contrast with 
the earnings of so many other oil companies, this company 
has been a consistent money maker in both good times and 
bad. It is unique, also, because unlike most important in- 
dustrial enterprises built over a long period of time, the 
company always has been and still remains under the direct 
management and control of descendants of the founder. 
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Marcus Hook Refinery of Sun Oil 


That founder was 
one Joseph Newton 
Pew, who became 
associated with the 
oil industry at Titus- 
ville, Pa., shortly 
after the completion 
of the famous Drake 
well in 1859. It 
was he who created 
the original Sun Oil 
Co. and it is the sec- 
ond generation of 
Pews—headed by J 
Howard Pew, as 
President — which 
now guides and con- 
trols the affairs of 
the Sun Oil Co. of 
today. In fact, the 
domination of the 
Pew interests, as evi- 
denced by their 
ownership of ap- 
proximately 47% of 
the stock, has made the Pew family name synonymous with 


that of Sun Oil. 





Efficient Organization 


Relative to Sun’s general make-up, the company is re- 
garded as one of the most efficient units in the industry. 
Operations of late years have been rounded out by a con- 
siderable expansion of crude oil production and potential 
production is well in excess of refining requirements al- 
though, in conformity with present proration restrictions, 
the company is now buying about 50 per cent of its crude. 
At just what prices these purchases are being made is not 
known but it is a reasonable assumption that recent crude 
advances have only served to improve the margin of profit 
between the scale of quotations provided in long-term con- 
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tracts and present re- 
tail prices. 

Supplies of its own 
crude are now ob- 
tained f rom proven 
wells located in Kan- 
sas, Oklahoma, New 
Mexico and Texas, in- 
cluding large reserves 
in the prolific East 
Texas fields. Later, 
supplies can be drawn 
from undeveloped oil 
lands in Kansas, Okla- 
homa, Texas, Califor- 


nia, Arkansas, Mis- 
sissippi and New 
Mexico. 

The company’s 


field activities are ex- 
emplified by the fact 
that during 1935 
daily net production 
was between 30,000 and 34,000 barrels, or in excess of 
12,000,000 barrels for the year, compared with production 
of 11,200,000 barrels in 1934 and 8,864,000 barrels in 
1933. Present underground reserves are estimated to be 
156,000,000 barrels, which, at present crude prices would 
approximate $95 for each share of common. 


Strong Refinery Position 


Sun Oil Co. refineries are modern and economical and, 
due to low refining and distribution costs, the company is 
advantageously situated. The company’s largest plant, 
handling about 63,000 barrels of crude per day, is located at 
Marcus Hook, Pa. Another plant with 8,000-barrel capac- 
ity is at Toledo, Ohio, while a third plant is at Yale, Okla- 
homa, with 3,000-barrel capacity. The Marcus Hook plant 
is of strategic importance for here is a refinery established at 
tidewater in a general section where consumption of refined 
oil is greatest. Crude is inexpensively brought to this 
processing plant by sea-going tankers and distributed after 
refining by relatively short hauls. 

Housed in the Marcus Hook plant is also the famed 
Mercury Plant, which turns out lubricating oils through the 
exclusive Mercury process developed by the company and 
covered by patents. Five such plants could produce all of the 
lubricating oils required in this country. 





Sun Shipbuilding Yard at Chester, Pa. 





An important unit 
in Sun’s facilities for 
the transportation of 
crude oil is its wholly- 
owned subsidiary, the 
Sun Pipe Line Co. 
This latter company 
owns and operates a 
comprehensive system 
of low-cost lines in 
nearly all of the 
South Texas produc- 
ing fields and delivers 
crude oil to Sun’s stor- 
age plants located in 
the vicinity of Beau- 
mont, Texas. Sun Pipe 
Line Co. owns a two- 
thirds interest in a 
line having a daily 
capacity in excess of 
40,000 barrels, run- 
ning from the East 
Texas Field to Sun Station. The other third interest is 
owned by the Stanolind Co., a subsidiary of Standard Oil 
of Indiana. 

Another facility of importance to Sun Oil is provided in 
the joint ownership with the Yount Lee Pipe Line Co. of a 
pipe line from East Texas Field to the Gulf Coast. 

In addition to the foregoing units, Sun Oil Co. owns and 
operates several hundred tank cars and an ocean-going fleet 
of vessels capable of delivering 2,400,000 barrels of crude 
monthly from Gulf ports to the Marcus Hook plant. 


Operates Own Shipyard 


Primarily to service this fleet but also to build oil tankers 
and equipment for the trade, Sun operates its own shipyard 
through its wholly owned subsidiary the Sun Shipbuilding 
Corp. located on the Delaware River at Chester, Pa. This 
subsidiary has not been profitable in recent years but there 
are indications that this situation may be reversed for de- 
mand for tankers is on the increase. In fact the company 
has recently received orders from Pan American Oil for two 
15,000 ton tankers costing some $3,000,000 and a similar 
contract from Socony-Vacuum and an order from Gulf Oil 
for a 12,000 ton tanker. It has also bid on two vessels for 
the American South African line. The company estimates 

(Please turn to page 545) 
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Stocks With Profit Possibilities 


Selected Issues from Various Industries and Price Ranges 


By Tue Macazine oF WALL Street STAFF 


Mohawk Carpet Mills, Inc. 


Resumption of residential building 
on a large scale—both actual and po- 
tential—assisted largely by the Federal 
Housing Administration, should have a 
favorable effect on those companies 
catering to the residential business. Not 








Earnings Per Share Recent 
1934 1935 Price Div. Yield 
Nil $1.16 $24 $1.00 4.1% 








only those concerns supplying building 
material itself, but also those that sell 
goods which embellish the home, appear 
to be in the category of those that 
should profit. 

Among the latter Mohawk Carpet 
Mills, Inc., stands out prominently. 
Already it has overcome the deficits or 
the meager earnings of the depression 
years. Last year, the company reported 
earnings equal to $1.16 per share on 
the outstanding stock, comparing with 
a loss of about $74,000 in 1934. The 
1935 showing was the best since 1929, 
and net sales fell only slightly short of 
$14,000,000, a gain of about $4,500,- 
000 over 1934. Profit margin was 
about 9% last year. While sales 
are still far below the large dollar vol- 
ume that the company showed in the 
boom days, the trend in the last two 
years has been so unmistakably upward, 
that it would appear that only some 
unforeseen general business catastrophe, 
causing industry to revert to the depres- 
sion out of which it has just emerged, 
can check the company’s improvement. 

Mohawk holds a leading position in 
the manufacture and sale of carpets and 
rugs, and is well established, owning its 
own properties of 54 mills, on 41 acres, 
at Amsterdam, N. Y., and also about 
20 acres of land still unimproved, but 
with some tenement dwellings thereon. 

The financial position shows a com- 
fortable status. As of December BA. 
1935, the net working capital was $8,- 
245,925, or slightly more than on the 
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same date in 1934. Most of the current 
assets, however, were made up of in- 
ventories, and the company had bank 
loans of $2,100,000. It is understood 
that the low cost of inventories has 
operated to the advantage of the com- 
pany on a rising scale of prices for its 
finished product. 

If the proof of earning capacity lies 
in demonstration, then there is little 
doubt that the company can realize a 
highly satisfactory margin of profit, 
under what may be regarded as normal 
conditions. In fact, with economies 
already effected, under the stress of 
necessity, and now in force, it is not 
only possible, but probable that in the 
near future the company’s profit mar- 
gin will be wider, on the same volume 
of business, than it was in its most 
prosperous days. 

The outstanding stock is all of one 
issue—546,300 shares, of $20 par value 
—and the company has no long-term 
obligations. For a number of years, 
up to and including 1930, dividends 
were paid in varying amounts. Noth- 
ing was paid in 1931-1933, both inclu- 
sive, but 25 cents was disbursed in 
1934, and a further payment was made, 
of the same amount in July, 1935, 
More recently, on January 15, of this 
year, another 25-cent payment was 
made, thus, it would seem, placing the 
stock on a regular $1 annual basis. 

This basis would provide a dividend 
yield of better than 4% on the approxi- 
mate price of the stock on the New 
York Stock Exchange. Such a yield, 
if one is assured of a permanent divi- 
dend disbursement, undoubtedly will 
attract buyers to the issue. It may be 
remembered that back in the days of 
speculative excitement, Mohawk Car- 
pet was frequently found among the 
leaders in speculative activity, and while 
there is more conservatism today, an 
issue of such prospects as those that 
appear to be presented by Mohawk, 
may again find considerable activity 
again centering in it. On the whole, 
therefore, the shares have merit both 
for income and ultimate profit. 


Colt’s Patent Fire Arms 
Manufacturing Co. 


A leading manufacturer of all kinds 
of fire arms, Colt’s Patent Fire Arms 
Manufacturing Co., after suffering a 
slight loss in 1932, swung into the profit- 
making column the following year, and 
has continued to show liberal earnings 








Earnings Per Share Recent 
1934 1935* Price Div. Yield 
$2.89 $3.00 $68 $1.75 (e) 2.5% 


* Estimated. (e) Incl. extras, 








since that time, thus following the earli- 
er trend that had established it as one of 
the regular high income producers. The 
report for the company’s fiscal year 
ended January 2, 1936, has not yet been 
published, but is expected to show fully 
as good results as those for the 1935 
period, when earnings were at the rate 
of $2.89 a share on the outstanding 
stock. 

As evidence of the satisfactory earn- 
ings in the past year, the company, on 
November 22, 1935, declared a special 
dividend of 50 cents a share, in addi- 
tion to the regular quarterly dividend 
of 31!4 cents a share. Also, earlier in 
the year, the company paid a bonus of 
5% of wages and salaries to its work- 
ers and employees, following similar 
payments in the previous six quarters. 

The original Colt’s company was or- 
ganized in 1855, and it and its suc- 
cessor company have been in continu- 
ous and successful operation ever since. 
The company has an unbroken record 
of dividend payments since 1912, the 
largest payment having been in 1916, 
amounting to $63 a share on the old 
$100 par value stock, and the smallest 
disbursement having been in 1932, 
when $1 a share was paid to stockhold- 
ers on the present $25 par shares. The 
current rate is $1.25 annually. 

As its name suggests, the company 
primarily engages in the manufacture 
of fire arms—revolvers, automatic pis- 
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tols, machine guns, anti-aircraft guns 


and machine rifles. Despite the belli- 
cose implications of this list of products, 
the company has acquired considerable 
industrial stature as a peace-time or- 
ganization, with sales to police and 
military ordnance groups sufficient to 
account for good earnings. Moreover, 
the company has, in recent years, di- 
versified its manufacturing operations 
to include dish washing machines, elec- 
trical switches, flexible brake linings 
and molded plastics. The expressed 
intention of the United States to sub- 
stantially enlarge its naval and military 
aircraft forces suggests itself as a po- 
tential source of demand for the com- 
pany’s products. 

Colt’s has a simple capital structure 
consisting of 200,000 shares of capital 
stock of $25 par, with no preferred 
stock and no funded debt. Through 
the years of its greatest prosperity it 
built up a splendid financial position, as 
evidenced by the fact that its latest 
balance sheet showed cash and invest- 
ments of $2,894,000 or nearly 25 times 
all its current liabilities. In fact, these 
latter liabilities, except for a tax reserve 
of $91,000, were almost nothing. The 
profit and loss surplus, on January 1, 
1935, was $3,636,000. 

The shares of Colt’s are listed on the 
Hartford Stock Exchange, and traded 
in on the New York Curb, and are cur- 
rently selling at a price to yield about 
”%4% in dividends, including extra 
payments on the latter. The present 
orice, therefore, would seem to have 
gone far to discount immediate possi- 
bilities of a speculative nature, but the 
long record of good earnings and lib- 
eral dividend payments makes the stock 
attractive from a semi-investment view- 
point, while to those who find specula- 
tive appeal in potential “war babies,” 
the possibilities present in the shares are 
readily apparent. 


Devoe & Raynolds Co., Inc. 


Earnings of Devoe & Raynolds for 
the year of 1935 were substantially in 
excess of those for the previous year, 
being $530,000, against $459,000, or 








Barnings Per Share* Recent 

1934 1935 Price Div. Yield 
$2.36 $2.87 $48 $2.00 (e) 4.1% 
*®Combined ‘‘A’’ and ‘‘B’’ shares. (e) Incl. 
extras. 








at the respective rates of $2.87 and 
$2.36 a share on the combined Class 
“A” and “B” stocks. 

Recovery in the latter half of the 
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year was responsible for the improve- 
ment, since the net for the first six 
months was considerably less than it 
had been for the same period the previ- 
ous year. 

Earnings for the past two years have 
been more than sufficient to take care 
of the dividend requirements on the 
combined classes of common of $2 an- 
nually—which includes a $1 extra 
that has been paid for some time. This 
is a sign of improvement since, while 
the company paid dividends regularly 
curing the worst part of the depression 
period, its earnings were not equal to 
Cividend disbursements, making it 
necessary to dip into surplus. The 
reversal of trend now enables the com- 
pany to add to that surplus, instead of 
depleting 1t. 

Devoe & Raynolds has a comparative- 
ly small capitalization. There are 11,- 
452 shares of 7% Ist preferred stock, 
8,940 shares of 2d preferred stock, each 
of $100 par value, and 135,000 com- 
bined class “A” and “B” common shares 
of no par value. The preferred is cumu- 
lative. There is no difference between 
the two classes of common stock, save 
that Class “A” elects one-third and 
Class “B” two-thirds of the total num- 
ber of directors. 

The company has announced that it 
contemplates retiring the first preferred 
stock in April, of this year, at 115. 
Such action, of course, will provide a 
stronger position for the two common 
stocks. 

Devoe & Raynolds Co., Inc., is the 
outgrowth of one of the oldest busi- 
ness organizations in this country, the 
original business having been established 
in 1754 while this country was still a 
British colonial possession. Through 
accumulations and mergers, it has pros- 
pered through the years, until it is now 
among the largest concerns in its in- 
dustry, with large plants at strategic 
points, 30 retail stores of its own, and 
a large selling organization nation-wide 
in scope. 

Earnings performance has been im- 
pressive. In the last decade, there have 
been only two years in which the com- 
pany failed to show a net return on the 
common stock, and there has not been 
a year when it has not continued to 
pay dividends on the junior shares. 

The improvement that was shown in 
1935 appears to be of a permanent 
character. Paint and varnish manufac- 
turers are among those industries that 
should profit most by the residential 
building and rehabilitation program. 
Already the preliminary results have 
demonstrated this fact, and with the 
government making every effort to in- 
crease the building of new residences 
and modernizing the older ones, through 





the discounting of loans and mortgages 
under the Federal Housing Act, such 
clouds as previously had accumulated 
or: the horizon of this particular branch 
of industry appear to be disappearing. 

On the basis of the current dividend 
payment, which includes $1 extra, the 
current approximate price of the class 
“A” stock, affords a yield slightly 
above 4%. The bright outlook for the 
company, with improved conditions in 
the trade, favors speculative commit- 
ments in the “A” shares, and while 
there is never official certification that 
the extra dividend will be maintained, 
the company’s past record offers reason- 
able assurance. 


Link Belt Co. 


With indicate earnings for 1935 of 
about $1.50 per co:nmon share, against 
actual net of 94 cents in 1934, the di- 
rectors of the Link Belt Co. were im- 
pelled recently to increase the dividend 








Eatnings Per Share Recent 
“934 1935* Price Div. Yield 
$0.93 $1.50 $48 $1.20 2.5% 


* Estimated. 








rate from 20 cents to 30 cents quar- 
terly. In addition to the regular rate, 
last paid on December 1, 1935, the 
company also distributed 50 cents as 
an extra payment. 

Originally engaged in the manufac- 
ture of chain link belts, this company, 
which has operated for more than fifty 
years, has wandered far afield from its 
original activities though the original 
business still constitutes about 10% 
of the total. It now manufactures 
all sizes of material-handling machin- 
ery, locomotive cranes, gasoline crawler 
cranes and shovels, grain car unloaders 
and bridge tramways for unloading 
vessels, oil pumping units, coal tipples, 
and a variety of other equipment that 
is used in practically all sorts of manu- 
facturing. Its products are represented 
in almost every field where mechanical 
handling has come to replace manual 
methods. 

Past earnings and dividend payments 
have been very impressive, and while 
the depression took its toll, cutting sales 
in two, and creating a deficit in one 
year, the company met the trouble 
much better than most industrial con- 
cerns, and the past two years have seen 
a marked gain in its business, with earn- 
ings again mounting. It has been and 
continues to be fortified by an excep- 
tionally-strong financial position, and an 
absence of all funded debt. 

From and including 1907 the com- 
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pany has paid dividends, in varying 
amounts, every year. Distributions on 
the old $50 par stock have been as 
high as $13.50 in 1923, while on the 
present common stock the lowest rate 
has been 40 cents a year, in 1934. The 
increase in the current year to a yearly 
rate of $1.20 a share is indicative of 
the confidence that the directors have 
in the immediate future of the com- 
pany’s business. 

Balance sheet, on September 30, 
1935, revealed a net working capital of 
$11,370,000 with cash and market- 
able securities of $7,557,000, or 
nearly eight times all current liabili- 
ties. This ratio of cash equivalent 
to current liabilities is a marked 
testimony to the growth and stability 
of the company’s business, and a trib- 
ute to the excellence of the manage- 
ment. 

Link Belt has an issue of 62% pre- 
ferred stock, of 100 par value in the 
amount of 35,142 shares, as shown by 
the latest balance sheet. Common stock 
outstanding consists of 709,177 shares 
of no par value, but with a stated value 
of $10,584,789. This is the entire capi- 
talization. 

The common shares are selling at a 
price which well discounts current earn- 
ings. The yield now is about 2.5%, 
but it seems assured, and there is strong 
reason, on the basis of improvement in 
the past two years, for the belief that 
any further gain in profits will prove an 
influencing factor for a further increase 
in the dividend rate, since the directors 
are apparently committed to a liberal 
dividend policy. Given increasing earn- 
ings and dividends, price appreciation 
may be taken for granted. 


Mission Corp. 


As at present constituted, Mission 
Corp. presents a perfect example of a 
100% holding company, since all of 
its assets consist of 1,128,123 shares 
of common stock of Tide Water Associ- 
ated Oil Co., and 557,557 shares of 
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common stock of the Skelly Oil Co. 
These shares were acquired from the 
Standard Oil Co. of New Jersey, in 
exchange for 1,393,345 shares of Mis- 
sion capital stock, which latter was then 
distributed to stockholders of Standard 
of New Jersey. 

Mission Corp. is a comparative infant 
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among corporations, as it was incor- 
porated, with a perpetual charter, under 
the laws of Nevada, December 31, 
1934. Since neither of the companies 
in which it holds stock at the present 
time, had paid any dividends on the 
common shares, since Mission acquired 
the blocks which it holds, up to the 
close of 935, Mission received no reve- 
nues. However, in January, 1936, 
Tide Water paid a dividend of 25 cents 
a share, which brought the first return 
—$282,030—into the treasury of Mis- 
sion. 

The Mission Corp.’s equity in the 
earnings of the two companies whose 
stocks it holds, in the nine months 
ended September 30, 1935, totaled 
$1,304,000, divided as follows: Skelly 
Oil, $702,000; Tide Water Associated 
Oil, $602,000. This may be regarded 
as undivided profit, but naturally noth- 
ing could be realized until either of the 
companies made a distribution on its 
junior shares. Therefore, while share- 
holders in Mission see their company 
building up a nice reserve for the fu- 
ture, assuming that the earning power 
of the underlying companies continues 
as it has, they find that their invest- 
ment is one of future, rather than im- 
mediate possibilities. Tide Water's re- 
cent payment, therefore, marks a favor- 
able first step. 

The capital stock of Mission Corp. is 
all of one class, consisting of 1,399,345 
shares of no par value. Of the total 
shares of Tide Water Associated Oil 
stock, which Mission acquired 250,000 
shares are reported to be subject to an 
option in favor of Revada, Inc., which 
is a corporation organized by a group 
of executives of Tide Water Associated 
Oil, at $3,575,000, or $14.30 a share. 

Mission’s strong sponsorship, and its 
executive personnel of men of influen- 
tial standing in the oil industry, favor 
its possibilities, though while it has 
broad charter powers, it is likely that it 
will continue to be a holding, rather 
than an operating company. The pres- 
ent charter does not provide the operat- 
ing power. 

The stock of Mission Corp. is one 
of those securities whose market value 
must depend on the action of others 
than its own officials, hence must be 
considered as one which invites only 
the speculative risk, yet, which, never- 
theless, may eventually move into the 
investment class, as stocks of this nature 
frequently do. Based on recent quo- 
tations for Skelly Oil and Tide Water 
Associated shares, holdings of Mission 
Corp. have a value equal to about $23 
a share on its outstanding stock. Tak- 
ing into consideration the greatly im- 
proved statistical position of the oil in- 
dustry and the prospects for further 
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gains in consumption during the 
months ahead, it is possible to credit 
Mission Corp. shares with interesting 
speculative possibilities. 


Superheater Co. 


A sound basis for optimism with re 
spect to the current outlook for Super 
heater Co., is afforded by the presence 
of two factors—increasing momentum 
in the rehabilitation of industrial and 
public utility plants and a hopeful re- 








Earnings Per Share Recent 
1934 1935* Price Div. Yield 
$0.57 $0.65 $35 $0.50 1.4% 


* Estimated. 








vival in the purchasing of railroad 
equipment. Both of these conditions 


promise to find significant reflection in 


the operations and earnings of Super: 
heater Co. 

For many years the company has spe’ 
cialized in the manufacture of super 
heaters and high pressure steam equip: 
ment for use in locomotives and in 
1933, through the acquisition of Com: 
bustion Engineering Co., extended its 
scope to embrace the manufacture of 
steam power plant equipment for fac: 
tories and utilities. The nature of the 
company’s products is such that their 
chief appeal to prospective buyers lies in 
the extent to which they promote greater 
efficiency and lower costs—two consid: 
erations of unquestionable importance 
at this time. In anticipating an increas 
ing volume of orders for Superheater 
Co., at this time it is necessary to as 
sume a growing willingness and ability 
on the part of potential buyers to sign 
on the dotted line. All competent 
authorities are agreed that there is a 
great need for new railway equipment, 
as well as a huge volume of deferred 
equipment repairs. The fact, however, 
that equipment purchases and mainten 
ance have failed to materialize in any 
considerable volume is directly the re 
sult of the continued restriction of traf: 
fic and income to a bare “bread and 
butter” level. Equipment manufactur 
ers, however, have lately taken heart 
from the larger volume of freight traf: 
fic being moved by many carriers and 
the ability of most roads to turn a mod: 
est gain in gross revenues into a com 
paratively substantial gain in income. 
The continuance of this trend would 
augur strongly in favor of a more genv 
ine revival of equipment purchases 
Superheater Co., would be a beneficiary 
regardless of whether necessary repaifs 

(Please turn to page 543) 
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Taking the Pulse of Business 


— Steel Operations Steady 


WAVE of cold and 
stormy weather ex- — Gasoline Stocks Rise 
tending from coast to ; ; , 
coast has been interfering — Railroads Begin to Spend 
it ch: ise chi ente , 4 
with merchandise shipments, — Mortgage Money Easier 
coal distribution, and auto- 


mobile sales to consumers and 

so spread an icy blanket over 

the country’s Business Activity which, on a per capita basis, 
has shrunk to around 75% of normal. This is 18% below 
the December peak; but nearly 12% better than ae year at 
this date. Of course the major part of this recession is at- 
ributable to reductions in motor car assemblies in keeping 
the lull in demand from the general public. The mar- 
ket tor new models was filled temporarily during the closing 
months of last year; though weather conditions in many sec- 
tions have prevented dealers from giving demonstrations, 
making deliveries or keeping appointments. In other dis- 
tricts are threatened coal famines arising from inability to 
deliver shipments. Steel ingot production, though somewhat 
under last year’s rate, is nevertheless expanding slowly at 
about the normal seasonal rate, owing to improving demand 
from the railroads. On the other hand, electric power out- 
put and lumber shipments are reporting slightly better than 
seasonal gains. 

Department store sales hold up fairly well and the Janu- 
ary turnover is unofficially estimated at around 8% better 
than for the previous January. Machine tool orders booked 
in December were about 48% heavier than during Decem- 
ber, 1934. Life insurance sales for December, however, 
were 6% below the previous December; though new busi- 


wit 


— Lead in Strong Demand 


ness written for the full year 
was 2.5% greater than in 
1934. 

Continued expansion in the 
country’s purchasing power, 
as evidenced by recent re- 
ports, precludes any lasting 
slump in general business ac- 
tivity at the present time. Employment is still improving, 
and wages are rising for the most part at a somewhat faster 
rate than the cost of living. Farm income in December was 
about 24% greater than during the previous December, 
bringing the full year’s gain up to 8%; while dividends de- 
clared in January were about 27% more liberal than for the 
corresponding month of 1935. 

In rising to the highest level touched since September, 
1930, the Common Stock Index, fired by inflation talk and 
favorable earnings reports, has completely ignored the recent 
recession in the country’s volume of production and the pre- 
cautionary warning implied in the Federal Reserve Board’s 
recent action in raising margin requirements. U. S$. Gov- 
ernment bonds have been rather soft since our last issue due 
tc the huge financing which will be made necessary by pas- 
sage of the soldier bonus. High grade utility and industrial 
bonds are barely steady; but there has been a strong market 
in rail bonds of all grades in response to the improving finan- 
cial condition of the carriers. 

Fractional recessions in our Raw Material Price Index have 
taken place within the past fortnight; yet these have been due 
to special situations not related to inflation prospects. As a 
matter of fact, deflationary influences arising from the re- 
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moval of processing taxes have recently been playing a larger 
role than inflation talk in shaping the price movements of 
commodities at both wholesale and retail. Rather marked 
declines have taken place in the prices for flour, meats (es- 
pecially pork products), hides and cotton cloth. The nearby 
effect of these reductions should be to raise real wages 
through reductions in the cost of living, or else leave people 
more money to spend on housing, which would be of corre- 
sponding benefit to construction and real estate. In some 
instances, however, the result may be wage reductions and 
a return of cut-throat competition. 

It is interesting to observe that our total exports and im- 
ports in 1935 were nearly 50% above the 1932 low, in terms 
of our modern “stream-lined” dollar, but the excess of ex- 
ports over imports was the smallest since 1928. The total of 
our merchandise foreign trade, moreover, is still 55% be- 
low the peak year, 1928. 


The Trend of Major Industries 


STEEL—Steel operations, though at a slightly lower level 
than last year at this time, are expanding at a little better 
than the normal seasonal rate and, at nearly 50% of capac- 
ity, most companies in the industry are well above the pay 
point. Retrenchment in steel buying by the motor car mak- 
ers appears to be leveling off and it seems likely that produc- 
tion by the latter industry will not decline much further this 
winter. Meanwhile demand for steel from the railroads is 
increasing and, before many months have passed, a consid- 
erable pickup should begin from the construction industry. 
For the moment, however, sub-zero weather is interfering 
with sales, production and shipments. Mill stocks of auto- 
motive sheets and strips are still excessive, and producers are 
striving to curb price concessions, though the $2 price ad- 
vance on semi-finished steel has been extended to February 
15. The first nine steel companies to report for 1935 showed 
aggregate net profits of 32 millions compared with a 14 mil- 
lion dollar loss in 1934. 


METALS—Now that the price is down to a point where 
it is no longer profitable to smuggle silver out of Northern 
China, the market has stabilized and London has resumed 
trading in futures for the first time since the collapse in 
December. India has 


PETROLEUM—Stormy weather has curtailed the con- 
sumption of gasoline during the past fortnight and led to a 
rather sharp increase in inventories. Crude output in Cali- 
fornia is still increasing, though at a slackened pace. For- 
tunately the plan to curtail production in that state by 20% 
appears to be making good progress. If successful, prices in 
California will be advanced, and this should be followed 
with further increases by spring throughout other parts of 
the country. All in all, the oil industry just now has cause 
for viewing the future hopefully. 


RAILROADS—Out of an increase of 15.5% in gross 
revenues in December, Class I railroads were able to report 
a gain of 21.3% in net operating income as compared with 
December, 1934. 


RAILROAD EQUIPMENT—With the gradually im- 
proving outlook for the carriers a better demand for rails 
and equipment is beginning to appear. Some conception of 
the growing urgency for replacements may be gathered by 
comparing equipment purchases during the worst year of 
the depression with the peak year, 1929. Locomotives 
bought in 1933 numbered only 268, compared with 1,229 
in 1929; Freight cars 6,410, against 94,946; and passenger 
cars, 607 compared with 2,663. At present a total of more 
than 20,000 freight cars is on order, against only about 750 


a year ago. 


CONSTRUCTION— Recent signs of revival in the mort- 
gage market augur well for the construction industry. Life 
insurance companies report that their mortgage loans of 20 
million dollars on urban property in January were the larg: 
est in many years, and compared with less than five millions 
loaned in January, 1934. Interest rates on first mortgages. 
when amortized, are in some cases as low as 4%. 


Conclusion 


Although widespread storms and ice have interfered 
with automobile sales and movements of coal and other 
merchandise, thereby contributing to some recession in 
Business Activity from the December peak, ous Common 
Stock Index has surged ahead to the best level since Sep- 
tember, 1930, under the 
impetus of inflation talk 





again become a heavy 
buyer of silver in an- 
ticipation of the spring 
marriage season and, 
with stocks in Bombay 
down to 12 million 
ounces, it would seem 
that some recovery in 
price should be wit- 
nessed in the not dis- 
tant future. Lead 
continues to be in 
comparatively heavy 
demand, and the out- 
look for copper is im- 
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THE TREND OF COMMODITY PRICES 


Changes in Major Commodity Price Group for the 
Fortnight Ended February 1, 1936 


and favorable earnings 
reports. Neither high 
grade bonds nor the 
Raw Material Price In- 
dex, however, have 
been evincing alarm 
over the imminence of 
inflation. It should be 
noted that even high 
grade bonds may be in- 
fluenced at times even 
more by the trend of 
corporate earnings than 
by conditions in the 
money market, where 
+ eR RF interest rates are now 
abnormally low; while 
the more perishable 
staple commodities 
would not be likely to 
respond much to infla- 
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- ———— Number ———————+__—__—__— 
High tan Close of Issues (1925 Close-100) High Low a 25 Feb.1 Feb. 8 
78.4 43.0 78.4 295 COMBINED AVERAGE 89.6 178.4 85 87.3 89.6H 
119.5 64.1 113.4 6 Agricultural Implements. 143.6 113.4 121.2 133.5 143.6H 
41.9 17.8 41.6 6 Amusements.. 49.4 416 47.1 486 49.4 
116.9 44.6 116.9 14 Automobile Accessories. 126.1 116.8 120.1 123.0 126.1H 
17.7 8.8 17.7 13. Automobiles. 0.4 17.7 18.9 19.7 320.4 
108.2 41.3 108.2 7 Aviation (1927 Cl.—100). 120.9 104.3 114.5 120.9H 120.6 
14.7 7.9 14.7 3 Baking (1926C1—100).. 17.6 14.6 168 15.3 15.0 
325.0 1849 318 6 2 Bot. & Cks. (’32 Cl.-100) 358.8 318.6 357.5 351.4 358.8H 
209.9 113.7 209.9 3 Business Machines..... 246.2 209.9 223.1 222 9 246.2H 
316.6 2261 287.4 CMe enc ins cipewk cise Wee 287.4 263.2 267.9 263 2 264 2 

202.7 1446 195.6 ee eee 200.3 195.0 200.2 1973 198.8 
42.8 226 428 10 Constricton.... .......- 54.1 428 6516 6529 541H 
88.6 357 87.9 6 Copper & Brass........ 101.8 87.9 974 971 101.8H 
393 275 393 2 Dairy Products......... 42.0 39.3 397 410 420 
26.6 160 23.5 9 Department Stores...... 24.2 23.5 240 240 242 
87.6 66.1 85.8 7 Drugs & Toilet Articles.. 98.2 85.8 954 938 98.2H 

270.0 211.2 231.8 2 Finance Companies..... 248.0 227.2 238 3 2469 248.0 
66. 61.8 62.0 7 Food Brands........... 69.3 62.0 668 675 69.3 
56.4 46.2 47.1 4 Food Stores........... 560.3 47.1 49.9 486 49.1 
65.7 32.1 65.7 3 Furniture & Floor Cover. 69.4 65.7 68.5 67.7 69.4H 

1209.7 990.2 1116.0 3 Gold Mining........... 1296.9 1116.0 1296.9 1248 9 1242.2 
46.8 35.3 46.8 56 4H hold Equip t... 50.4 468 49.5 496 650.4H 
88.7 17.0 38.3 & Investment Trusts...... 44.3 38.3 41.4 437 44.3H 

359.0 223 6 323.8 2 Liquor (1932 Cl.—100).. 323.8 296.9 314.1 296 9 297.1 

139.0 65.1 139.0 Ee OOS a 155.5 136.5 141.0 145.8 155.5H 
67.3 36.0 65.9 S Mail Order... .. cece 65.9 61.3 62.8 63.5 65.3 
63.0 34.5 62.4 4 Meat Packing.......... 83.9 62.4 81.2 78.2 83.9 

183.6 109.4 169.5 10 Metal Mining & Smelting 187.5 168.3 1875H185.0 182.9 
97.2 61.3 97.2 24 Petroleum............. 116.3 97.2 110.4 1140 116.3H 
67.2 23.0 67.2 18 Public Utilities......... 81.0 67.2 78.9 81.0 79. 
33.0 15.9 31.5 3 Radio (1927—100)...... 33.5 31.5 38.1 38.3 3332 
55.7 29.3 66.7 8 Railroad Equipment..... 66.6 655.7 61.0 63.0 66.6 
28.8 16.5 27.3 eee ee 33.7 27.3 30.8 318 33.7 
16.8 6.2 16.1 BW So crices civcce esse 21.3 16.1 188 186 21.3H 
764 285 176.4 3 Shipbuilding........... 87.0 75.8 841 864 87.0H 
88.1 37.6 88.1 ti | |6Steel A on... 00005 97.2 88.1 922 97 2H 96.8 
30.4 21 30.4 De es 6 oiedcaseccncins ate 35.2 29.8 317 330 35.3H 

153.6 122.5 153.6 Ny oo s:e.cies brere-acwe' 175.6 153.4 173.2 175 6 173.2 
78.3 34.2 177.6 8 Telephone & Telegraph. 91.5 77.5 872 866 91.5H 
73.56 34.7 70.5 el ee 81.4 705 792 814 179.9 
10.6 6.0 10.6 4 Tires & Rubber........ 18:7 10.6 211.4 23 13.7 

101.8 77.2 96.5 Oe SENOUG oa 518s e's'¢:6:6:0- sisiere 100.2 96.2 100.2 1002 100.0 
85.4 610 72.1 MB FMC a oseindcsesiciccs 78.7 70.8 72.2 723.9 [%2.9 

282.8 219.7 259.5 4 Variety Stores......... 267.8 253.8 253.8 261.3 267.8 


H—New HIGH record since 1931. 


(An unweighted index of weekly closi 
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Answers to Inquiries 








The Personal Service Department of THE MAGAZINE OF WALL STREET will answer 
by mail or telegram, a reasonable number of inquiries on any listed securities in which 
you may be interested or on the standing and reliability of your broker. This service in 
conjunction with your subscription should represent thousands of dollars in value to 
you. It is subject only to the following conditions: 

1. Give all necessary facts, but be brief. 


2. Confine your request to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber, use coupon elsewhere in this issue and send check 
at same time you transmit your first inquiry. 
Special rates upon request for those requiring additional service. 








ENDICOTT JOHNSON CORP. 


I have a nice profit—10% points—on 100 
shares of Endicott Johnson, but since this 
stock is now up around the “highs” of the 
past two years, I am wondering whether 
immediate prospects have not been dis- 
counted. Would you advise further reten- 
tion? Is there any chance of a dividend in- 
~¢-4 this year? — D. H. G., Brooklyn, 


Reporting an increase in sales for the 
year ended November 30, 1935, Endi- 
cott Johnson Corp. maintained its posi- 
tion as a leading factor in the shoe in- 
dustry. The improvement in sales was 
carried through to net operating in- 
come, but large provisions for taxes 
brought the net profit down to $4.21 a 
share, comparing with $4.34 a share 
reported in the preceding fiscal year. 
Earnings as reported provide a comfort- 
able margin of safety for the $3 divi- 
dend requirements, and a strong finan- 
cial position gives further assurance in 
this regard. In contemplating futur 
possibilities for this company, recog... 
tion should be given to the strong trade 
position, to the fact that the company is 
virtually a completely integrated unit, 
producing almost all of its own require- 
ments in raw materials, including gen- 
eral supplies and cartons for packing; 
and distributing its products through 
some 50,000 retail outlets in addition to 
seven subsidiary chain store organiza- 
tions. Nor should one lose sight of the 
improved public purchasing power, the 
upward trend in price levels of the 


finished products, permitting of wider 
profit margins, and the strong inventory 
position maintained by this company 
which places it at an advantage from a 
competitive standpoint. Therefore, 
while a dividend increase is not an im- 
mediate prospect, the issue at its current 
price level provides a comparatively 
satisfactory return and moreover, a de- 
pendable return. These factors com- 
pensate for the absence of the “mys- 
tery” factor which frequently accounts 
for sensationally rapid advances market- 
wise in other issues. In contrast, we 
believe that this stock offers the promise 
of gradual appreciation prospects over 
the longer term, combined with an in- 
vestment return which in comparison 
with other media is decidedly attractive. 
We feel that retention of your shares 
on this basis is logical. 


HIRAM WALKER-GOODERHAM 
& WORTS, LTD. 

I have been told that Hiram Walker- 
Gooderham & Worts will be favored by 
several significant factors this year—not- 
ably the U. S.-Canada trade agreement. 
Since I hold 200 shares, bought at 25, I am 
particularly anxious to have you comment 
on the outlook for this stock at this time— 
G. K., Buffalo, N. Y. 


Hiram Walker-Gooderham & Worts, 
Ltd. earned a net profit of $1,204,084 
equal to $1.65 a share on the common 
for the quarter ended November 30, 


1935, compared with $1.22 a share for 
the corresponding period a year before 
and with earnings for the fiscal year 
ended August 31, 1935, of $4.10 a 
share. The parent company is a hold: 
ing company, chartered in Canada and 
controls operating and selling subsidiar- 
ies in Canada, the United States and 
Scotland. The American subsidiary 
owns a distillery at Peoria, Ill., that is 
one of the largest in this country, but 
the output of higher-priced and better 
known brands comes from Canada 
The sales of those brands should be 
helped materially by the reduction in 
the tariff on Canadian liquors incor- 
porated in the recent agreement be- 
tween the United States and Canada. 
The price advantage thus gained, in 
competition with high grade domestic 
and European brands should be advan- 
tageous to Hiram Walker. The man- 
agement has stated that during the past 
two years, all available earnings and 
bank loans as well have been needed to 
finance the company’s undertakings 
but the bank loans have now been re: 
tired through an issue of convertible de- 
bentures recently floated, and it has 
been indicated that dividends on the 
common stock will be considered early 
this year. The new debenture issue, 
which promptly rose to a premium in 
the market, is convertible into common 
stock at prices ranging from $40 to $60 
a share. These significant factors, to 


(Please turn to page 537) 


When Quick Service Is Required Send Us Prepaid a 
Telegram and Instruct Us to Reply Collect 
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MR. A. G. MILLER 
957 NO. RAMPART BLVD. 
LOS ANGELES CALIF 
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Average Price at which Clients 
Bought was ....... 27% 





Average Price at which Clients 
(Sold was ...... . 33% 


t 


| During the month of January alone, our rec- 
ommendations—open and closed position— 
showed profits of 10414 points. Every day’s 
delay, therefore, may mean lost opportunities. 
We suggest you act promptly. 






20.7% 
Profit 


in 29 days 


HESE two telegrams could have been worth 
hundreds of dollars to you. Clear, concise and 
definite advice—followed through to completion. 
Transmitted in Private Code, our wires rarely exceed 


ten words so that the expense is kept at the minimum. 


Similar specific and prompt advice can guide you 
in the months to come during the important stage of 
the recovery cycle we have just entered. Our analysts 
and market specialists, with the great fact-gathering 
resources of THE MacazinE oF WALL StrEET behind 
them, are constantly on the alert to select opportun- 


ities for quick and substantial profits for subscribers. 


Mail (or wire) us your subscription to receive this 
authoritative and definite advice, so that you too, may 
share in the splendid profits that are expected in the 
coming months—do it now, while many selected 
stocks are still relatively low. @ Only eight points’ 
profit on even a ten share commitment would cover 
our service for six months. This profit may readily 


result from our first recommendation to you. 





MAIL THIS COUPON TODAY! 
90 BROAD STREET 


Code Book has had time to reach you.) 


C] TRADING 


to four wires a month. 





ADVICES 
[| UNUSUAL 


wires a month. 





[] _BARGAIN 
INDICATOR 


Dividend-paying 
prospects. 





THE INVESTMENT AND BUSINESS FORECAST, of The Magazine of Wall Street 
CABLE ADDRESS: TICKERPUB 


I enclose $75 to cover my six months’ test subscription on The Investment and Business Forecast. 
of the telegrams I select I will receive the complete service by mail. 


Send me collect telegrams on all recommendations checked below. 
Short-term recommendations following important intermediate market movements. 


Three to five stocks carried at a time. 
to act in 10 shares of all recommendations on over 60% margin. 


Low-priced issues that offer outstanding possibilities for market profit. 
Three to five stocks carried at a time. 


OPPORTUNITIES 10 shares of oll recommendations on over 60%, margin. 


stocks of investment rating, with exceptional price appreciation 
One to two wires a month. 
capital sufficient to purchase 10 shares of all recommendations on over 60%, margin. 


eee ee ee eee eee ee eee eee ee ee ee 


Include a Complete List of Your Present Holdings for Our Analyses and Recommendations 


NEW YORK, N. Y. 


I understand that regardless 
($125 will cover an entire year’s subscription.) 


(Wires will be sent you in our Private Code after our 


Three 
$1,200 capital sufficient 


Two to three 
$500 capital sufficient to buy 


Three to five stocks carried at a time. $1,200 
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COMPREHENSIVE 


BROKERAGE SERVICE 


As members of the principal ex- 
changes we are in a position to 
be of service to you in the pur- 
chase and sale of Stocks, Bonds 
and Commodities. 
CASH OR MARGIN ACCOUNTS 
IN FULL OR ODD LOTS 


Folder, giving trading requirements, 
sent on request. 


J.A. Acosta& Co. 


Members 
New York Stock Exchange 
N. Y. Curb Exchange (Assoc.) 
New York Cotton Exchange 
New York Produce Exchange 
N. Y. Coffee & Sugar Exchange 
Chicago Board of Trade 
Commodity Exchange, Ine. 
New York Cocoa Exchange 


60 Beaver St. New York 
Phone BOuwling Creen 9-2380 


























BE A 
Decisive TRADER 


Learn how to use the action of the market 
itself as a guide to WHEN and WHAT to 
buy and sell. Eliminate emotional trading 
and enjoy the satisfaction of making cold 
blooded and calculating purchases and sales 
based upon intelligent technical interpreta- 
tion of stock market trends. Remember, a 
sound knowledge of the fundamentals of 
technical trading may be all you need to 
make you a decisive and successful trader. 


As a first step, send for two weeks free 
trial of Gartley’s Weekly Stock Market 
Review and full information about the com- 
plete Gartley service for the technical 
student of stock market interpretation. 


H. M. GARTLEY, INC. 


76 William Street New York, N. Y. 
































|) _——_s \* 
_ are. 


THE PEOPLE’S 
Money 


By Joseph E. Goodbar 


A masterly analysis of American 
banking and economic ills, show: 
ing the relation of money to 
bank credit, and of bank credit 
to business, industry and depend- 
able consumer purchasing power. 
The practical remedies it pro- 
poses are “evolutionary rather 
than revolutionary.” $4.50. 





YALE UNIVERSITY 
PRESS 


New Haven, Conn. 


When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 
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1934 1935 1936 
A High Low High Low High Low 
SN Ean © ia5) oo d/o oa aia oie 1334 4514 60 3534 764% #4659 
og he 5444-2454 «87% 2S «1914 881489 
B 
tn dh tuo sabawes 3414 123% 18 1% 193% 16% 
—-s phn Tee Eee 46 4 3514 4914 36% 454 41% 
Brooklyn-Manhattan Transit........ 44% 284 4634 364 46 40% 
Cc 1 
i wah eae cas wews's 18% 10% 1334 854 134% 10% 
eee ek he<endeneee 4854 3914 5314 37% 587% *. 
Cc. M. wd gitar & sg Seer a au 556 14 ri Hy 
Chicago orthwestern............ 
Chicago, Rock Is. & Pacific......... 6% 1% Ye 3% «61% 
D 3% 
PP OPO Pre ere rT 73% 35 4314 2344 45% 3634 
se maul Foggy 3 Sa ee 3334 14 191% 11 1834 15% 
Erie R. ae Posneneseeos 247% 9% 14 7% 15 115% 
Crpat HOMO FI. oi dcccscccccscs 3214 12% 35% 954 3654 32% 
Hudson & Manhetne Peceteakske Sie 12% 4 54 234 5% 4 
. 4 3 195% 
Illinoi eens ic ke oa a58 bho 38% 1354 2214 9) 2434 
see een ay EF nl aoe 1714 544 2354 Bi 18% 1654 
K 
Kansas City Southern.............. 1934 6% 1444 334 1534 13 
L 1 
"| Ree errr eres 21% 9% 114 5 104% 8% 
one ane & Nashville PhAkGedban wes 62 4 3734 6437 34 744% 874% 
Mi tn 1 
Mo., Kansas & Texas.............. 14% 4% 6% 2% 84 54 
Missouri Pacific.............. 0.005 6 14 8 1 8% = «33% 
N 3% 
weccsecececcececee 4514 183% 29% 12% 3554 2734 
WY. Chic & ot Louis 20. ee 19 6 30% 17% 
N. Y., N. H. & Hartford............ 241% 6 84 254 544 4% 
N. Y., Ontario & Western........... 115% 4% 614 25% 7 54 
PUOITONE Gs PV OBIOIR . 0 occ ccccsccccce 187 161 218 158 22714 210 
ee eee er 3644 1443 2544 13% 284 24% 
P 
ikon sic a'90 pe 6 ee e's 39% 20% 32% 174% sé 31% 
Ay ste \ CS paaeaalsphegabaset 38 12 34149 zt 3535 29 
ee A) Seer as 27 10 25 6% 2844 «21 
Reading......... P repent nana 56% 35% 43% 29% 44 3534 
8 1 
St. Louis-San Fran..............++. 1% 2 “% 868 144 
St. Louis-Southwestern oe 8 14 1% 12 1% 
Southern Pacific....... 14% 25 1234 31 % 23? 
Southern Railway............ on 1144 1644 56% 16% 13 
zc 
SNEED. oc ca ctvenswevcexes 134% 2814 14 39% 28 
Union Pacific... .. 4 ciaapenceh eae 90 1114 8214 124 10814 
Ww 
ee rey yy Tre 174% 1% 10% 6% 11% 8% 
+ a = Rag AAR STE 814 254 3% 1% 3% 2% 


Industrials and Miscellaneous 


















1934 1935 
A “High Low High Low 
- geen eet rere ree 34% 16 8714 38 
payee ane CEE ua wAAGae ee see 113 9134 173 10434 
SSS eee 23% 16% 20% 134% 
ee 6 eee 23% 15 32 21 
Allied Chemical & Dye............. 160% 115% 173 125 


Allis Chalmers Mfg.... 
Alpha Portland Cement 


EET 5554 39 80 4814 
Amer. Agric. Chemical (Del.) 48 2514 5724 4144 
American Bank Note..... : 2514 11% 47%4 1344 
Amer. Brake Shoe & Fdy 8 19% 4214 21 
American Can . 11434 9044 14954 110 
Amer. Car & Fdy. 337% 12 33% 10 
American Chicle.......... 70% 46144 _ 66 
American & Foreign Power. 1334 3% 9 4 2 
Amer. Power & Light.. 1214 3 9% 14 
Amer. Radiator & g. s. 1754 10 25 % 10/4 
Amer. Rolling eras 28% 1344 32% 1574 
Amer. Smelting & Refining ° 5114 30 4, 6454 8154 
Amer. Steel Foundries..... .. 26% 104% 25% 12 i 
Amer. Sugar Refining............... 72 46 " 70/4 504 
RE SE I coin cn ass nccsvccesss SRODA 10044 16014 98 7% 
ES eer ee 89 107 74°4 
Amer. Water Works & Elec......... 275% 1254 2254 1% 
Amer. Woolen Pfd................. 8334 36 6834 3514 
Anaconda Copper Mining........... 17% 10 2 30 : 
eee OS Caer ore 634 314 6% 3/4 
ED SEINE Ss 5.5. 00:46:60.0 3 a0 00 00 6 3514 214 28 204% 
DPT BMD ooo nonce vncvccccevcces 578 8 16% 45/4 15. : 
eS ee | er 1034 4 6% 234 
B 5Z 4 
i Ces 16 41% 6% 14 
oy Poe Gibsine seen ees 4534 23 6634 374 
Beatrice Creamery........ ecwaneee 1934 10% 20% 14 


1936 
High Low 
354% 33% 
194 16814 
17% 15% 
3754 3014 
170%4 157 
4434 357% 
23% 2014 
87 75 
§9 52 
4754 43 
50% 4214 
184144 119% 
363% 3234 
9134 88 

9% 7 
1034 854 
273g 862214 
32% 295¢ 
65% 5634 
2914 2334 
6814 52 

166 15534 
103% 9814 
244 2144 
7034 621% 
31% 28 

7% 434 
3214 27% 
443, 4014 

6% 45% 
534 414 
70 6314 
20'4 18 


Last 
Sale 
2/5/36 
7516 
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Industrials and Miscellaneous (Continued ) 


Bendix Aviation .. 


9 Best & Co 
: 2.8) Bethlehem | eee 
! 


SUMED 05. os oct vessccecs 
Berroughs Addin Machine. eee 
‘Byers & Co. (A. M.).. Vandeews 


Cc 
California Packing .. eau 
Canada Dry Ginger ibe ce 
Case, J. L 
Caterpillar MIE 2 a's: cain ois io-01g 4S 3-0 
0 eee 
Cerro de Pasco Copper............. 
PeeepOnKe COLD... cece csccccece 
EME SED 5 2506 5 66. 0's-6:0:0.0:60:6'0 4.000 
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Columbian Carbon.. 
Colum. Gas & Elec.. 
Commercial Credit.. 
Comm. Inv. Trust... 
Commercial Solvents 
Congoleum-Nairn .. 

Consolidated Gas of N. Y 
OL eee 
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| First National Stores. . 
| Foster Wheeler.......... 
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lectric Storage Battery... 

Endicott Johnson Corp.. 


Firestone Tire & ‘Rubber. 
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General Amer. Transpt............. 
General Baking... 
General Electric 





eneral Foods... 
General Mills 
General Motors . 
General Railway Ss ‘1% 
General Refractories. . 
~nd Safety Razor.. 


year Tire & Rubber. 
Great Western Sugar.. 
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mestake Mining 
Hudson Motor oar... 
Hupp Motor Car. 
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36%, 15% 93% 1614 22%, 20% 
353; 22 27 455, 44g 418 
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525, 37 471g 3534 4hig 4044 
16 1 47 6 64.4314 
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Some 15 Point 
Profits in 3 Weeks 


WE SAID: 
Jan. 14—CSU pd. then 78. 
“Would buy more even now. Looks 


like a runaway into new high ground.” 


Three weeks later 9714, up 27 points. 
Jan. 14—NSC pd. then 79. 


“Brand new high and a buy even now 
for 125 eventually.” 


In three weeks sold at 93, up 14 points. 
Jan. 15—GRL pd. then 45. 


“A $6 stock with $28 arrears and a 
rare bargain for the pull.” 


Three weeks later 6014, up 15 points. 
Jan. 17—JMP then 103 


“Building boom even now under way. 
Think JMP on its way to 130 eventu- 
ally.” 

In three weeks sold at 117, up 14 points. 


Jan. 18—WX then 101. 
“Continue very bullish for the pull.” 


In three weeks sold at 12176, up 20 pts. 
Jan. 21—YC pfd.—that day 89-95. 


“4 splendid buy for long pull invest- 
ment as we see tt.’ 


In three weeks sold at 115, up 20 points. 
Jan. 23—MMW pd. then 58. 


“Very inactive but a wonderfully good 

long pull investment.” 
In two weeks sold at 75, up 16 points. 
These seven stocks advanced an average 
of 16 points within three weeks. 
This Service advised buying at the low 
points named—had previously urged buy- 
ing much lower. 
AND WE GAVE READERS IN THE 
MEAN TIME SCORES OF 5-10 POINT 
GAINS IN LOW-PRICED STOCKS. 
Ask any broker who takes our Bulletins 
what he thinks of our Service. 
Right now you should have our Special 
Daily Mail Service, including 3 P. M. 
Traders’ Bu'letin. 
For one month you can have this Service 
at special half rate of $10. But don’t 
delay, for the big profit-making opportun- 
ities now offering will not last forever. 
We want to advise you IMMEDIATELY 
regarding six stocks under 30 that 
should do 50 to 100 per cent advances 
within a reasonable time. 


Write Dept. M for further 
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POINTS ON TRADING 
and other valuable information for investors 
and traders, in our helpful booklet. Oopy 
free on request. Ask for booklet UGE 
Accounts carried on conservative margin. 
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Outlook for 


DIVIDENDS 


Earnings and dividend forecast 
for specific industries. 


& 
Should Investors Hold 


RAIL STOCKS 


or are opportunities better in 
rail equipments? 


© 
Other Questions on 


1936 OUTLOOK 


Investment and business pros- 
pects for coming year. 


& 
Write promptly for our 
report on the above 


INVESTMENT QUESTIONS 


ecanee-Get a Copy Gratis: «<<<04 
BABSON’S REPORTS 

Div. 37-77, Babson Park, Mass. 

Send gratis your report on the cur- 
rent questions you outline. 





Name. 
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A CHEAP STOCK 
FOR LARGE PROFIT 


Fourteen months ago we advised the purchase 
of HOUDAILLE-HERSHEY ‘‘B,"’ pronouncing 
it “one of the most attractive low-priced specw- 
lations in the entire list.” It was then selling 
at 6%. In less than a year it sold above thirty. 
This demonstrates the unusual profit possibili- 
ties in some of the low-priced stocks. 


We have selected another issue which may du- 
plicate the performance of HOUDAILLE-HER- 
SHBEY. It is a stock in which you might, in 
the months ahead, secure greater-than-normal 
rofit. It is a well-known issue listed on the 
ew York Stock Exchange. It is a stock in 
which we have great confidence. Still it sells 
for less than $11 a share. 
The name of this stock will be sent to you ab- 
solutely free. Also an interesting booklet, 
“MAKING MONBY IN STOCKS." No charge— 
no obligation. Just address: 
INVESTORS RESEARCH BUREAU, INC. 
Div. 805, Chimes Bldg., Syracuse, N. Y. 








NEWMONT MINING CORPORATION 
Dividend No. 30 


A dividend of fifty cents per share has been de- 
clared on the stock of this corporation, payable 


March 14, 1936, to stockholders of record at th 
close of business February 28, 1936. 

H. B. DODGE, Secretary. 
February 10, 1936. 
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To Presidents: 


Create Investor Confidence by 
Advertising the Fact That 
You Pay Dividends Regularly! 








When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREF1 





New York Stock Exchang@ 
Price Range of ActiveStock: 


Industrials and Miscellaneous (Continued ) 

































1924 1935 1936 Last Div'd 
So rs Sale = $ Pe 
M High Low High Low High Low 2/5/36 Share 
May Dept. Stores.............cs008 4534 30 5734 35% 5344 47 4914 1.60 
McIntyre Porcupine................ 50% 3014 4554 3334 49% 40 4534 2 
McKeesport Tin Plate.............. 95% 79 131 90144 118% 113% 114 % 
Mesta Machine. ................. $434 20% 4254 24% 443 40% 431% q 
Monsanto Chemical................ 9614 39 9434 55 97 89% 96 4 
Ee UE ERI vbseniccciecws cece 3554 20 40% 21% 8954 353% 3844 a 
N 
Seer 324% 1254 194% 11 193 173 177 
National Biscuit ...... 4914 25% 36% 22% 53) 32 is baie FE a 
National Cash a 2352 12 2344 13 275, 21% 27 0 
National Dai a .. 18% 18 22% = 127 93% 214% 02=SCOsa 
National Distillers........... -. 81% 16 3414 23% 3034 28% 29% 4 
i er ees 170 135 206 145 230 204 225 6 
National Power & Light.. ae, CT 65% 14% 4% 12% 10% 12 . 60 
Ferree 584% 3414 8334 40% 75 674% 711% 1.80 
LG 2 ee 2834 114% 3614 184% 41 32% 41 Sa 
SEOEEIS PUUMNEEOIN 5c cinisne 0000000000 00:0 2544 10% 28 8014 26% 28% 1 
t+) 
ES tsa scascnscbasenas - 19% 124% 2654 11% 2734 24 26 60 
PUREE, SOUROB oo. cco veccccccecses 9 14634 138 144 % 6 
P 
Pacific Gas & Electric...........0++ 2344 12% $154 13% 355 305 35 1.60 
PE nn ob dabne sen ciews 37 2034 56 19 567 505! 55 2.40 
Packard Motor Car............ -. 65% 2% 1% 3% 84 6% Bi t.10 
Paramount Pictures se aes A 12 8 115% 95 114% ee 
Penney (J C.) 744 61% 8434 574% 79 70! 6 4 
Penick & Ford 445% 81 et 71 68! Ye $ 
Phelps Dodge.. + ae 134% 28% 12% 3534 392554 3334 . 50 
Phillips Petroleum.......... -. 20% 13% 40 1334 44% 38% 4334 4 
Pillsbury Flour Mills............... 3434 18% 38 31 874% 35 36 1.60 
oe Ne are 44% 33% 63834 42% 49 46 46% 1.50 
— S&S ae 25 4634 20% 483 455% 47 2.40 
Pe eee 5934 35% 52% 2914 453, 36% 4454 1.50 
R | 
Radio Corp. of America............. 9% 44% 13% 4 14 12 125 
Radio-Keith-Orpheum.............. 4% 1% 6 1 ai 5 “ a8 on 
Raybestos-Manhattan.............. 23 144 30% 16 $1 28% 30% if 
So rr ern 13% 6 2034 7 2334 197 22 all 
ee OS ere 2534 104% 2034 9 22% 18 21% an 
Reynolds (R. J.) Tob. Cl. B......... 5334 393% 67 554% 585g 554 5834 §| 
s | 
Safeway Stores.........ee00- . a 38% 46 3154 3544 325% 3354 2 
Schenley Distillers . 88% 17% 564% 22 614% 45% 4734 ax 
Sears, Roebuck. " yy 21 69% 31 6554 695 6434 
Servel ae 4% 17 15% 19% 15% 19 t.194 
Shattuck (F. G.). - os 13% 63% 12% 1% 14% 11% 144% 2 
ol aa 11} 6 1644 64 184 15% 175% na 
Socony-Vacuum Corp............00% 19% 124% 1534 10% 17 144% 1634 a 
oo. 4) US 22% 10% 27 105% 28! 25% 274% 1.50 
Spiegel May Stern.........cceceees 7634 64 84 43% 72} 64 7034 8 
SIE EEN ne cic cu eecsecescs 25% 17% 19% % 16% 153 15% 80 
Standard Oil of Calif............... % 2614 41% 2734 46} 39% 45% be | 
Standard Oil of Ind................ 8234 23% 83% 23 40% 32% 3934 1 
oN ef 50% 39% 6234 8534 605 614% 60 1 
ee ere 66% 474% 68 5834 6744 +65 6534 3.80 
RPUURIE HWE AIMEE. occ ccccccccvccecece 1054 4 3 18% 65% 213 17% 203% = 
Se eee 134% 37 15% 2% 1854 14% 174% 
SSC SES See eeergnnsennees 1414 «5144 «—«77 6044 89 72 8744 
< 
RUMSEMIOEO Sos. soon spesccs sce e ess 293% 1954 30% 16% 8434 28% 34 1 
Texas Gulf Sulphur. . - 48% 30 863, 2834 8834 33 38% 3 
Tide Water Assoc. Oil. 14% 8 15% 75% 19% 14% 1834 3.28 
Timken Roller Bearing 1 24 7214 283 693% 65% | 
Tri-Continental ... 6% 8 8 1% 18 7 115% 
Twentieth Century-Fox.. 24% 13 2714 225% 2634 
U 
Underwood-Elliott-Fisher........... 58% 86 87% 5334 99 86 2.50 
Union Carbide & Carbon............ 60% 35% 7534 a4 7% 11% 76 3 
SE UN ESD, 055500 50050008008 2014 11% 24 1434 27 23% 2644 1 
SIMON MMCIREE...ccccscccccccvcscss SOM 8% 30% 9% 804 25% 273% eS 
United Carbon........ corcccvcccee . 50% 35 78 46 744% ~#2€68 2.40 
ea 8% 2% 1% 14 84 6% 8 " 
oS te | ree . 87% 21% 4534 2034 46 4314 4554 § 
CT (Sl. cs vcstewnweuse eas 77 59 9234 60% 79 6614 78 3 
United Gas dang eLbahseahaheeeees es 20% 114% 184 9% 19% 17% 185% 1 
EL 75545 p00 sexe 000s 514 3444 87 404%, 102% £85 10034 | 
U. S. Industrial — hinesbee sence 6434 32 5054 35% 44% 39 414% i 
Of - 2 rr oe 33 15% 225% 143% 35% 21% 3334 $.50 
U. a Rubb A cobb eheeen es enene 24 11 174% 9% 20 16% 19 os 
U.S. saaees, Ref. & Mining . 141 9654 124% 9134 9644 87% 92 t.10 
U. -s . 59% 29% 505 27 62% % 61% os 
U.S 99% 674% 119% 735, 121 11544 119% | 
Vanadium...... ounsekawa es eeesew - 81% 14 2134 114 2454 20% 23 ° 
WwW 
Warner Brothers Pictures........... 8% 234 10% 244 18% (9% 12% “ 
Western Union Tel.. --- 66% 2914 114% 2054 82 12% 8014 2 
Westinghouse Air Brake. 36 15% 3534 18 3934 3434 3854 . 60 
Westinghouse Elec. & Mf, 47% 37% 9834 8254 121% 941% 120 § 
on ee a bach coe si3 t3s +45) ores sore 3334 5534 2.40 
orthington Pump & Mach......... 4 A ¥ . 
Wrigkey (Wan., Jf.) ....0ccccccceee . %% 5414 8234 1334 7834 % 7814 "1 


* Annual Rate—not including extras. t Paidlast year. { Paid this year 
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Answers to Inquiries 
(Continued from page 532) 








gether with the gratifying increase in 
earnings recently reported and the 
strong trade positio:: occupied by the 
company’s products, all tend to justify 
an optimistic viewpo-nt toward the 
common stock and lead us to advise fur- 
ther retention of ycur present holdings. 


NATIONAL BISCUIT CO. 


Do you look for an early resumption of 
the $2 dividend rate for National Biscuit? 
I would welceme your comment on _ this 
issue in the light of the conflicting factors 
I have read ahout—narrowed profit mar- 
gins on one hand, and better trade condi- 
tions and relief from processing taxes on 
the other—N. H. B., Evanston, IIl. 


While it is true that abrogation of 
the AAA by the Supreme Court and 
the consequent illegality of the process- 
ing taxes was a favorable development 
from the standpoint of National Biscuit 
Co., considerable question exists as to 
increased payments on the stock. For 
the first nine months of 1935, the com- 
pany reported net income of $7,208,- 
279, equal, after preferred require- 
ments, to 94 cents a share on the com- 
mon stock against $8,931,969, or $1.21 
a share for the like interval of 1934. 
Marked improvement was registered in 
the September quarter, and it is prob- 
able that this improvement was con- 
tinued in the final quarter of the year. 
It seems most unlikely, however, that 
earnings exceeded the $1.57 a share on 
the common stock recorded for 1934. 
Early in 1935, the company had to cope 
with serious labor problems and _ this 
situation alone tended to greatly re- 
duce earnings in the first quarter of 
the year. Since that time consistent 
gains were made, and there is under- 
stood to have been a marked improve- 
ment in demand for the company’s more 
profitable fancy cracker and cake lines 
during the Christmas season. To meet 
competition from the small independ- 
ents, prices were reduced early in Oc- 
tober on soda crackers and this move 
will doubtless prove of tangible benefit 
from a volume standpoint. Certainly, 
the picture is brighter for 1936 than 
was the case a year ago, and indications 
point to a continuation of the uptrend 
in earnings, although this may not be 
as marked as in the case of companies 
engaged in industries which have been 
more depressed. In the last analysis, 
the future of National Biscuit is closely 
linked with the course of consumer pur- 
chasing power, and the company may 
be expected to enjoy greater profits as 
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PACIFIC LIGHTING CORPORATION 











DIVIDEND NOTICE 
PACIFIC LIGHTING CORPORATION 


Common Stock Quarterly Dividend No. 106 of 60 cents per share, payable 
February 15, 1936, to stockholders of record January 20, 1936. 

$6.00 Preferred Stock Quarterly Dividend No. 114 of $1.50 per share, 
payable January 15, 1936, to stockholders of record December 31, 1935. 
Dividends on the foregoing issues, as well as on all the outstanding Pre- 
ferred issues of the subsidiary companies (whose common stocks are 
owned by Pacific Lighting Corporation) have been paid without inter- 
ruption since the initial dividend. 


AND SUBSIDIARY COMPANIES 


(PRELIMINARY BEFORE FINAL AUDIT) 


Consolidated Statement of Revenues, Expenses and Dividends 
for the Twelve Months Ended December 31, 1935 


Gross OPERATING REVENUE 
DEDUCT: 
Operating Expenses 
Taxes 
Depreciation . 
Total 
NET OPERATING REVENUE 
OTHER INCOME (Net) . 
Total 
DEDUCT: 
Bond Interest ee ee 
Amortization of Bond Discount 
and Expense . 
Other Interest 


Total . 


Less Interest Charged to Construction . 


Net Deductions . 


Net INCOME BEFORE DIVIDENDS . 


DIVIDENDS OF SUBSIDIARIES: 
Preferred Stock . 


Common Stock—Minority Interest 


Total 


. $21,030,377.13 
6,550,677.36 
__6,912,731.03 


$4,987,523.77 


469,970.84 


26,937.75 


$5,484,432.36 


2,053.09 


$1,514,022.79 


APPLICABLE TO PACIFIC LIGHTING CORPORATION . 


DIVIDENDS ON PREFERRED STOCK . 


APPLICABLE TO COMMON STOCK . 
DIVIDENDS ON COMMON STOCK . 


REMAINDER TO SURPLUS . 


Amount Per Share Applicable to Common Stock 


al 


$49,459, 232.17 


34,493, 785.52 
$14,965,446.65 
216,331.59 
$15,181,778.24 


5,482,379.27 
$ 9,699,398.97 








1,514,242. 79 
$ 8,185,156.18 
1,179,990.00 
$ 7,005,166.18 
3,860,714.40 
$ 3,144,451.78 


$4.35 











CIFIC LIGHTING CORPORATION, 433 CALIFORNIA STREET, SAN FRANCISCO | 
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N. Y. Times —-Dow, Jones Avgs.~. — 50 Stocks —~ 
40 Bonds 30 Indus. 20 Rails High Low Sales 
Monday, January 27......... 86.98 147 30 44.61 117.62 116.32 3,099,885 
Tuesday, January 28......... 146.94 45.16 118.12 116.80 2,287,090 
esday, January 29....... 87.15 147.71 45.82 118.57 116.74 2,690,035 
Thursday, January 30........ 87.07 146.98 45.54 118.22 116.47 3,012,250 
Friday, January $1........... 87.14 149. 46.20 118.83 116.51 3,235,140 
Saturday, February 1......... 87.17 149. 46.10 119.40 118 21 1,758,872 
Monday, February 3......... 87.26 150 62 46 21 119.35 117 538 2,321,327 
Tuesday, February 4......... 47 150 94 46 88 120.15 118 82 3,008,890 
ednesday, February 5...... 87.55 150.60 46.55 120.30 119.09 2,922,021 
Th , February 6........ 87.71 150 86 46.93 120.68 119.16 2,763,774 
Friday, February 7........... 160 17 46.76 120.44 119.28 2,570,890 
Saturday, February 8........ 88.04 150.40 46.65 119.67 119.17 1,252,480 
A REE 
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depression influences subside. The 
strong financial condition which has 
characterized the company for a great 
many years indicates a liberal dividend 
policy at such time as earnings justify. 
We believe, therefore, that retention 
of the stock in diversified portfolios is 
the logical course to follow at present 
quotations. 


ADAMS EXPRESS CoO. 


Holding 100 shares of Adams Express 
purchased in 1935 at 6%, I am undecided 
as to whether to accept my profits now. 
Will you please let me have your opinion 
on this matter and something about the 
company’s future?—A. L. B., Pittsburgh, 
Pa. 


Originally conducting an express and 
money order business, the Adams Ex- 
press Co. now functions as a general 
management type investment trust. The 
company was naturally hard hit by the 
precipitous decline in security values 
which commenced in the latter part of 
1929 and continued almost uninterrupt- 
edly for more than two years. In the 
company’s report for the year ended 
December 31, 1935, net assets based on 
market value at the close of the year 
totalled $37,159,894. That figure was 
equal to $3,803 for each $1,000 prin- 
cipal amount of bonds and to $545 and 
$13.04 on the preferred and common 
stocks, respectively. At the end of the 
previous year, net assets stood at $25,- 
794,060 which figure equalled $6.10 per 
share on the common. The advantage 
of leverage in a rising market is clearly 
evidenced by these figures. Thus, while 
total assets appreciated during the year 
approximately 45%, the liquidating 
value of the common stock more than 
doubled. The company is understood 
to have maintained a good cash position 
which will allow the management to 
participate in special situations which 
doubtless will come up from time to 
time. Portfolio securities are well diver- 
sified as to type, and for this reason the 
company may be expected to benefit 
fully from any prolonged advance of 
the securities markets. At the present 
time, the stock is reasonably priced in 
relation to its indicated break-up value 
and since the market itself continues 
strong in tone, the shares could easily 
register further marked appreciation. 
If you are in a position to assume the 
obvious risk involved in an investment 
trust stock of this type, further reten- 
tion would seem the best course for you 
to follow. 


COMMERCIAL SOLVENTS 
CORP. 
This would be a most advantageous time 


for me to have your views on Commercial 
Solvents. I understand that this company’s 


patents on butyl alcohol expire this year, 
and I am wondering what effect this will 
have on its manufacturing activities and 
earnings outlook—F. L., San Francisco, 


Calif. 


Currently producing earnings well in 
excess of dividend requirements, and 
displaying a financial condition of out- 
standing strength, the shares of this 
company have much to merit the atten- 
tion of investors at the present time. 
Earnings for the year 1935 may be ex- 
pected to approach $1 a share, since 61 
cents a share was shown for the first 
nine months of that year. The com- 
pany has no bonds or preferred stock 
outstanding. While earnings have 
been retarded to some extent by the in- 
troduction of competitive automobile 
paint products, Commercial Solvents 
has developed a strong trade position in 
leading markets which include rayon, 
textiles, rubber, paper and furniture 
trades. Strongly entrenched in the 
leading markets, Commercial Solvents 
need not suffer materially from the 
fact that the Weizmann patent cover- 
ing the fermentation of grain expires 
with the year 1936. Furthermore, dur- 
ing the life of the patents, this company 
has developed substantial improvements 
on this process which will permit ad- 
vantages to accrue in the application of 
this process not enjoyed by competitors. 
Another advantage which tends to 
strengthen the position of the company 
is the fact that raw material costs 
(chiefly corn) permits production of its 
products at a price level which elimi- 
nates to a large extent competition from 
the producers of synthetic solvents. If 
the price of corn advances, this com- 
pany can resort to the use of molasses 
and with that possibility in mind, has 
provided itself with a source of supply 
of this material. Future earning power 
may be augmented by profits from the 
complete plant erected in England late 
in 1935 to take care of a large volume 
of business already developed in that 
country. Subsidiary interests include 
Resinox Corp. and Thermatomic Corp., 
which respectively, produce plastics and 
black pigments. 


ATLAS POWDER Co. 


How do you regard Atlas Powder at 
present levels? Am I justified in expecting 
further price enhancement this year on 
150 shares, averaging 44?—D. R. T., Phila., 
Penn. 


For the year ended December 31, 
1935, Atlas Powder Co. reported net 
income of $1,161,170, equal to $2.81 a 
share of common stock, compared with 
$2.49 a share for 1934, thus continuing 
the substantial improvement registered 
over 1933. Finances remain strong, 
with current assets of $8,934,758 
against current liabilities of $824,923 
at the end of last year, despite the em- 


ployment of a considerable amount of 
liquid funds in the purchase of pre- 
ferred stock which was acquired during 
the year. In this connection, the man- 
agement has proposed a reduction in 
the dividend rate on the preferred 
stock from 6% to 5%, compensating 
preferred stockholders by making each 
share of the new issue convertible into 
11/3 shares of common after August 
1, 1936, and providing that the new 
preferred may not be called before 
August 1, 1941. The proposed reduc- 
tion of the preferred dividend rate and 
the convertible feature should be ad- 
vantageous to the common stock, 
through the expected reduction of the 
prior needs of the preferred issue. At- 
las Powder derives about 25% of its 
gross business from its chemical divi- 
sion which grew out of its basic work 
in nitro-cellulose, producing the widely 
known brand of lacquers marketed un 
der the trade name “Zapon.” The sales 
of these products to the manufacturers 
of automobiles, refrigerators, radios, 
furniture and allied lines, give Atlas a 
desirable diversification for its business 
in explosives. Further progress was 
also made in the organic chemical field 
last year in developing new products for 
the textile, paper, leather and pharma- 
ceutical trades. Expansion in those 
fields resulting from improved general 
purchasing power is expected to add 
substantially to the revenues and earn- 
ings of Atlas in the future. It appears 
that you are amply justified in expect: 
ing further price enhancement on your 
holdings in the coming year. 


BEST & CO. 


In the light of its 1935 market perform- 
ance and in view of the extra 50-cent divi- 
dend which has just been paid by Best & 
Co., do you feel the 1936 prospects have 
about been discounted? Would you advisi 
holding 100 shares bought at 32?—L. J. H.. 
New York, N. Y. 


Estimated earnings of Best & Co. for 
the fiscal year ended January 31, 1936, 
are expected to be better than $3.50 a 
share of common stock. This would 
compare with actual results of $3.14 a 
share for 1935 and $2.33 a share for 
1934. Earnings have thus shown a 
steady increase since 1933 and the year 
just closed would be the best since 1931. 
Reflection of the satisfactory results is 
found in the extra dividend of 50 cents, 
payable with the regular dividend of 
the same amount on February 15, 1936, 
the management thus continuing its 
policy of sharing with the stockholders 
the improved profits of the enterprise. 
The only obligations ahead of the com- 
mon stock are a mortgage of $950,000 
on the Fifth Avenue store property and 
a small issue of 2,047 shares of pre- 
ferred stock which is all held by officers 
and employees. The management has 
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proven the wisdom of its aggressive 
merchandising policies which not only 
include extensive advertising and mar- 
keting activities through the store on 
Fifth Avenue, New York, but it goes 
out after business through branches in 
prominent suburban localities in the 
metropolitan district and popular sum- 
mer and winter resort places. Satisfac- 
tory finances, with current assets about 
six times current liabilities, provide 
ample working capital and the com- 
pany is in a position to take full advan- 
tage of retail trade which has main- 
tained a generally favorable level since 
the holiday period. Current market 
values, in relation to estimated earn- 
ings, do not indicate to us that the stock 
has yet fully discounted its possibilities 
for 1936, and therefore we suggest con- 
tinued retention despite the sizable 
profits you have already achieved. 


BORDEN CoO. 


Please advise me on Borden Co. I am 
only a little better than even on my 100 
shares, bought in 1934 and I have been de- 
bating whether it is advisable to hold when 
some other issue might offer equal yield 
but greater price appreciation opportunities. 
—C. B., Syracuse, N. Y. 


With the report of Borden Co. for 
the year 1934, the trend in earnings 
which during the three preceding years 
has been downward, was reversed. 
While the report for 1935 has not yet 
been published, indications are that 
both sales and earnings have shown an 
increase compared with the preceding 
year, and in our opinion, the outlook 
for 1936 is sufficiently favorable to war- 
rant the expectation of continued im- 
provement. The upward trend in 
earnings so established may well be 
expected to carry through the next sev- 
eral years. Although earnings in 1935 
may not fully attain dividend coverage 
at the rate of $1.60 a share, neverthe- 
less that rate may be maintained in all 
probability. This seems especially 
likely since the conservative dividend 
policy of the directors during former 
years under an expansion program re- 
sulted in disbursements in the form of 
dividends equal to only half of the earn- 
ings recorded. Moreover, the company 
has consistently augmented a strong 
financial position, and with the conclu- 
sion of the expansion program, greater 
liberality in the matter of dividends is 
a reasonable expectation. In the matter 
of earning power, consumer purchasing 
power is an important factor both in the 
distribution of fluid milk and cream, 
and in the ice cream, butter and cheese 
departments of the business. Higher 
consumer purchasing power in prospect 
gives assurance of sustained improve- 
ment in earnings, and the stock at cur- 
rent quotations produces a yield which 
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The 65th Annual Sistenent a ‘tlie 
Sun Life Assurance 
Company of Canada 


Reflects the Strength and Stability 


of Life Assurance 
A voluntary co-operative enterprise which for generations 
has stood every test 


HIGHLIGHTS OF 1935 


ASSURANCES IN FORCE . . . Exceed Two Billion Seven Hundred 
Million Dollars. This is the amount which will be paid by the Sun 
Life as the policies now in force reach maturity. By thrift and 
foresight more than a million policyholders have provided, 
through Sun Life policies, for the support of their families in case 
of premature death and their own independence should they live 
to old age. 

NEW ASSURANCES PAID FOR . . . Exceed Two Hundred Million 
Dollars for the year. During 1935 more than seventy thousand 
persons established estates by purchasing Sun Life policies, thus 

roviding security for many thousands of homes. 

POLICYHOLDERS AND BENEFICIARIES . . . Benefits amounting 
to Eighty Million Dollars were paid out—over Two Hundred and 
Eighty-five Thousand Dollars for each working day. Since the 
Sun Life commenced business 65 years ago it has paid out to 
ee and beneficiaries well over Nine Hundred Million 
Dollars. 

ASSETS . . . Of over Seven Hundred Million Dollars ensure that 
every Sun Life policy will be settled promptly when the time for 
payment arrives. In the meantime, this fund invested on behalf 
of policyholders, contributes notably to national and industrial 
progress. 





ASSURANCES IN FORCE, December 31, 

1935 - - = «= «= + +  $2,725,586,000 
NEW ASSURANCES PAID FOR - 219,076,000 
INCOME - - - - 161,058,000 
DISBURSEMENTS - - - =- - 119,164,000 
EXCESS OF INCOME OVER DISBURSE- i 

MENTS - . . ~ . - - 41,894,000 
PAYMENTS TO POLICYHOLDERS 

AND BENEFICIARIES: 

During the year 1935 - + - = 80,284,000 

Since Organization - 2 © e 968,614,000 
ASSETS = = 2 © #© @ «@ 106,744,000 
LIABILITIES, exclusive of capital stock and 

shareholders’ account - - - = 692,400,000 
PAID-UP CAPITAL 

and balance at the 

credit of share- 

holders’ account - ~- $3,281,000 
RESERVE for depreci- 

ation in mortgages 

and real estate - - 5,201,000 
SURPLUS - - - - 5,862,000 

———— 14,344,000 
The above Statement has been prepared and the assets have been 
valued in conformity with the basis authorized by the National 
Association of Insurance Commissioners of the United States. 
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HEAD OFFICE, MONTREAL 














539 


is attractive. Moreover, the scarcity in 
the market of stocks as strong as this, 
yielding such a satisfactory return 
would in itself provide a basis for price 
appreciation to a substantial degree. 
We advise retention of your shares at 
current prices. 


HUDSON MOTOR CAR CO. 


Acting on an analysis in your magazine, 
1 switched into Hudson Motors some 
months ago, and have now doubled my in- 
vestment. My purpose in writing ts not 
only to express my appreciation, but to ask 
your comment on the current outlook for 
this stock. Would you advise further 
holding?—W. W. S., Boston, Mass. 


Hudson Motor Car Co., as has been 
the case with the majority of manufac- 
turers in the industry during the past 
two years, has found it difficult to com- 
pete with the larger and stronger units 
in the field. The present year prom- 
ises to be a profitable one for the indus- 
try as a whole, however, and there is 
certainly basis for hope that Hudson 
will be able to at last re-attain profit- 
able operations. Although the com- 
pany is classed among the so-called in- 
dependents, it is the fourth largest 
manufacturer in the industry. Compe- 
tent observers seem to be of the opin- 
ion that the new Hudson and Terra- 
plane lines offer excellent value and 
combine a high degree of mechanical 
efficiency with an appealing outward ap- 
pearance. Retail sales of the company 
in December, 1935, totalled 8,879 units. 
This was an increase of 39% over the 
previous month, and 211% over De- 
cember, 1934. In the week ended 
January 18, 1936, retail deliveries 
totalled 1,450 against 1,353 in the pre- 
ceding week and 990 in the like 1935 
interval. These sales figures are an in- 
dication of the reception being ac- 
corded the company’s new models and 
augur well for first half 1936 earnings, 
at least. Although the report covering 
the full year 1935 has not yet been 
made public, indications are that the 
company will show a small profit on the 
common stock against a deficit of more 
than $3,000,000 for 1934. Capitaliza- 
tion of the company consists of common 
stock which is outstanding in the 
amount of 1,534,810 shares and $6,- 
000,000 in serial notes maturing from 
August 1, 1936, to March 20, 1940, 
Working capital position is good and 
the concern’s dealer organization is be- 
lieved wtll organized to take full ad- 
vantage of increased automobile sales 
indicated for the coming season. The 
company’s stock is quite obviously of a 
speculative caliber, but in our opinion 
the outlook is such as to dictate mainte- 
nance of your long position therein de- 
spite the very worth while appreciation 
you already enjoy. 
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New Forces Improving 
Business Outlook 


(Continued from page 501) 








substantial purchases of equipment, re- 
gardless of political uncertainties. Such 


- a gain is not improbable this year. As 


to surplus capacity, there are, of course, 
wide variations from company to com- 
pany, but since buying of equipment 
during the past two or three years has 
been far sub-normal, some gain would 
appear certain. It is now doubted that 
the Supreme Court decision on the 
Utility Holding Company Act—the 
chief source of the industry's uncertain- 
ty—will be handed down until next 
year. Meanwhile, demand for elec- 
tricity is virtually certain to increase— 
sales of electric refrigerators alone be- 
ing sufficient to assure this, unless the 
industrial load takes an unexpected 
nosedive. Meanwhile, also, successive 
Supreme Court decisions on other Con- 
stitutional issues give the utilities in- 
creasing ground for optimism as to the 
outcome of their own case. 

Virtually stabilized costs—at least 
for the present—and a moderate im- 
provement in car loadings have al- 
ready begun to improve net oper- 
ating income for the railroads. If these 
gains are held or expanded, substan- 
tially increased rail buying of equip- 
ment will inevitably follow, contrasting 
sharply with the necessary penny-pinch- 
ing of the past several years. For 
example, in the first three weeks of 
January about 117,000 tons of rails 
were ordered, against 67,000 tons in all 
of January, 1935, 60,700 tons in Janu- 
ary, 1934, and none in January, 1933. 
A corresponding gain in orders for 
freight cars and a variety of other 
equipment can be expected—if there 
is no serious set-back in traffic and 
revenue. 

This brings us to several forces which 
played dominant roles in our 1935 
business activity: farm income and pur- 
chasing power, motor production and 
sales, demand for household equipment 
and Federal emergency spending. Of 
these, the last named—Federal spend- 
ing—will, on present indications, be 
about what it was last year. Thus it 
may be said that this artificial prop will 
not be pulled from under business this 
year, but neither will it afford new 
stimulation. 

Farm income and purchasing power 
constitute a somewhat risky field of 
forecast not because politics enters the 
picture, but because of the familiar 
vagaries of the weather and its effects 
upon our crops. On the law of aver- 
ages—which works out in the weather 
over a long period but not necessarily 





in any one year—we should be due for 
larger crops this year, but for nothing 
like the bumper crops of the remarkable 
succession of years, prior to the drouth 
of the past two years, when weather 
conditions were unusually favorable to 
large crop yields. 

Government control apparently has 
less to do with the matter than is 
popularly supposed. For example, cot- 
ton, wheat and corn declined in 1935, 
though each was subject to A A A con- 
trol. Milk, fruits, chicken and eggs 
all advanced in price, though none is 
subject to production control. 

Assuming normal weather, Washing: 
ton’s estimate of a cash farm income 
of $7,000,000,000 this year, against 
$6,800,000,000 last year, is probably 
near the mark. Unless inflationary in- 
fluences take a decided hold, it is to be 
doubted there will be any major gen- 
eral advance in industrial prices. 
Therefore, a further moderate gain in 
farm purchasing power is likely. On 
an index basis, with the period 1909- 
1914 equalling 100, farm purchasing 
power on January 15 was 89, against 
85 a year before. It was 50 at the 
bottom of the depression in 1932, so 
that the gain has been 78 per cent. 

This gain has been of enormous im- 
portance, the correction of the devastat- 
ing price disparity in farm products 
ranking with the clearing up of the real 
estate mortgage debacle in aggregate 
effect upon our economy. Moreover, 
we have not yet experienced the full, 
cumulative benefits, for increasing 
amounts of this restored purchasing 
power, much of which was initially de- 
voted to clearing debts, will henceforth 
be applied to an infinite variety of 
goods and equipment long deferred. 

Sales of passenger cars last year in- 
creased more than 45 per cent over 
1934. Since this was partly due to 
earlier introduction of new models, the 
industry does not epect a 1936 gain of 
more than 15 to 20 per cent and more 
conservative observers believe it may be 
as low as 10 per cent. In any event, 
the very strong support this industry 
afforded the aggregate 1935 recovery 
will continue operative in even larger 
measure. 

Durable household equipment—and 
notably refrigerators, oil burners, stok- 
ers, washing machines and radios—is in 
for another good year, since, given 
further recovery in purchasing power, 
last year’s strong upsurge after years of 
deferred buying can be regarded as a 
beginning rather than an end. Whether 
the gain in dollar volume will equal that 
of 1935 over 1934 is less certain, de- 
pending largely on the persistence and 
scope of the present general recovery. 
In these fields, however, it appears cer- 
tain that the first half of the year will 
show very substantial gains over the 
first half of 1935. 


When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 











due for 
nothing 
arkable 

drouth 
weather 
‘able to 


tly has 
han is 
le, cot- 
1 1935, 
A con- 
d eggs 
one is 


ashing- 
income 
igainst 
obably 
iry in- 
; to he 
r gen- 
prices. 
ain in 
- On 
1909- 
hasing 
gainst 
it the 
32, sO 
it. 
is im- 
astat- 
ducts 
e real 
egate 
over, 
full, 
asing 
asing 
y de- 
forth 
y of 


r in- 
over 
B 0 
, the 
n of 
nore 
y be 
rent, 
istry 
yery 
rger 


and 
tok- 
s in 
ven 
ver, 
3 of 
$a 
her 
hat 
de- 
ind 
ry. 
er- 
vill 
-he 


BT 








Since no important industry—save 
possibly textiles—appears likely to have 
a poorer year than 1935, the gains 
above sketched should insure a year 
offering no ground for complaint. 








Can the Government Borrow 
11 Billions—and Avoid 
Inflation? 


(Continued from page 499) 








by trying to finance for nothing with 
stage money—in which case the Gov- 
ernment may soon be able to finance 
not at all—not even for nothing. 

Of course, increased debt means in- 
creased taxation—sometime. The added 
interest charge appears in the appro- 
priations at once, and taxation must 
provide for debt retirement, unless we 
adopt the European plan of perpetual 
rentes and consols. Congress is now 
trying hard to dodge the unpopular im- 
position of additional taxation, in this 
election year. If it succeeds in that it 
will add to the difficulties of funding 
Operations and new borrowing. But a 
dangerously large element in Congress 
wishes to avoid taxation because it 
wishes to go fiat. It wants not only to 
escape taxation by printing money, but 
it wants to provide fiat money as a 
business stimulant and Santa Claus ges- 
ture and as a price-level raiser. It be- 
lieves that the farm problem is more a 
monetary problem than anything else, 
and it has more faith in money dilution 
for farm price lifting than it has in 
price regulation by the A A A. Heavy 
taxation, on the other hand, will operate 
as a deterrent to business adventure al- 
though as a prop to business confidence. 
Again, currency inflation might either 
paralyze or exhilarate business. 

Such inflation would preclude all pos- 
sibility of devaluing the dollar to 50 
cents in terms of the old gold standard. 
Inflation would do all the lowering of 
the dollar that the most enthusiastic 
devaluator would want. 

The taxation that goes with a great 
national debt means a great transfer- 
ence of purchasing power from those 
who create it to those who do not. Less 
of the national income goes to industry, 
labor, thrift, and merchandising, and 
more goes to static investment, to pub- 
lic servants, pensioners and parasites 
and to general welfare. Investors have 
increased opportunity for dependable 
income but a good prospect that their 
“governments” will not command pre- 
miums. To the extent that an expanded 
national debt brings on inflation of 
prices, the bond and mortgage investor 
suffers in restricted purchasing power 
of income, in the actual amount of 
realizable principal before maturity and 
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also in its purchasing power. Converse- 
ly, the investor in common stocks, other 
equities and substantial property may 
expect that his investments and their 
returns will gain in money value as the 
dollar falls and prices rise—but faces 
the prospect that the ruinous end of 
wild inflation may overtake him after 
it has wiped out liens. Business will 
currently go up and down with the con- 
sequences of heavy taxation—be they 
paralyzing or intoxicating. 

The banker will be like any other 
investor as to his investments. As to 
his loans the appreciation or deprecia- 
tion of money will make little difference 
to him, for if he takes in phoney 
money, he also lends the same kind— 
with a larger volume both ways, giving 
him a total interest income that may 
offset the less purchasing power thereof. 
The stage money of inflation will flow 
ir. and flow out leaving his books the 
same—and the government guaranty of 
deposits makes a raid on his totals most 
unlikely. 

Even if no inflation results from 
enormous expansion of the government 
debt—everybody is nevertheless the 
worse off by precisely as much as the 
amount of his purchasing power which 
the Government takes from him in in- 
creased taxation. 








Profits in Containers 
(Continued from page 504) 








are the business trilogy on which the 
company pins its faith. It maintains 
several modern laboratories. It spends 
exceptional time, effort and money in 
selecting and schooling its sales force 
in developments affecting the company, 
the container industry and its customers 
therein; and maintains a sales force large 
enough to keep in frequent touch 
with every sizable bottle buying ac- 
count in the country. To encour- 
age endeavor there is a bonus sys- 
tem for salesmen, a bonus system for 
factory workers and a bonus system for 
executives and major department heads. 
The total of the latter is limited to fixed 
proportions, relative to earnings. The 
president does not participate, but 
selects, for annual submission to the 
directors, the names of those executives 
meriting bonuses and designates the per- 
centage of salary to be paid as bonus. 
Under this system nothing was paid in 
1930, 1931 or 1932. The 1934 distri- 
bution was $223,000, leaving $6,496,- 
359 net profit. 

The company’s 12,500 employees are 
covered by plans of group life, health 
and accident insurance; the employment 
is relatively stable and labor relations 
have long been satisfactory. 

Fixed properties, less a depreciation 











Uncertainties 


Ahead 


After an I|-month market ad- 
vance—during an election year 
—with inflation commanding in- 
creasing attention—should stocks 


be bought, held or sold? 


This service supplies specific 
knowledge of WHEN to buy or 
sell, WHICH stocks and at 
WHAT prices. 


Send for informative booklet, 


"How to Protect Your Capital 
and Accelerate Its Growth.” 
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WHATS AHEAD 
por These Stocks? 


Gen. Motors Mont. Ward 
No. American Cont. Oil 
Standard Oil N. J. Penn R. R. 
Borg-Warner Loews, Inc. 


Allis-Chalmers 
Holland Furnace 
Sperry Corp. 


Pullman 
Col. Gas & Elec. 
Am. Radiator 


Current UNITED OPINION Bul- 
letin summarizes definite mar- 
ket advices of the leading finan- 
cial authorities on the above 
active stocks. Introductory copy 
‘ree on request. 


Send for Bulletin W.S. 30 FREE! 
UNITED BUSINESS SERVICE 


210 Newbury St. ~ r Boston, Mass. 


Atlas Corporation 
Dividend No. 26 on Preference Stock 
NoTICE IS HEREBY GIVEN that a dividend 
of 75¢ per share for the quarter ending 
February 29, 1936, has been declared on 
the $3 Preference Stock, Series A, of Atlas 
Corporation, payable March 2, 1936, to 
holders of such stock of record at the close 

of business on February 15, 1936. 
Watter A. Pgrerson, Treasurer. 


January 30, 1936. 
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You can protit by 
the new business 


and market trends 


Timeliness will be the primary 
essential for successful—profit- 
able —investing during the 
weeks and months just ahead 
in which many far-reaching 
developments will affect secur- 
ity trends. 


A clear and continuous under- 
standing of these trends will 
enable you to insure safety and 
profit during this important 
period. 


@ It is THE Macazine or WALL 
STREET'S task to interpret 
these changing trends so that 
the thousands of business- 
men-investors who are its 
readers, may plot their in- 
vestment course intelligent- 
ly, leisurely. 


@ Every issue of THE Maca- 
ZINE OF WALL STREET brings 
you a clear picture of the 
many far-reaching develop- 
ments in business, economics 
and politics—two to three 
months ahead of the regular 
“news” channels. 


@ It can keep you posted on 
your present investments— 
point out new opportunities. 


A | important profit ad | 


pointing issues, for 


Be sure to receive the important is- 
sues scheduled for the months ahead. 
Every issue will contain timely in- 
formation of real dollars-and-cents 
value to you. 


The MAGAZINE of WALL STREET 
90 Broad St., New York, N. Y. 
(1 I enclose $1.00. Send me the four is- 


sues of The Magazine of Wall Street be- 
ginning with your next issue. 


C0 If you would like. to have this special 


offer cover eight issues instead of four, 
check here and enclose $2.00. 


ee) 


reserve of more than $26,000,000, are 
carried at only $25,106,022, and work- 
ing capital, including $4,567,265 cash 
items, amounted to approximately $19,- 
000,000 as of the last available balance 
sheet. 

A small issue of preferred stock hav- 
ing been retired several years ago, the 
common stock represents the sole capi- 
talization. Giving effect to recent acqui- 
sitions in exchange for stock, there is at 
present a total of approximately 1,267,- 
300 shares outstanding. 

What is there left in the stock at 146 
a share? Well, on a sales increase of 
about 10 per cent in 1935 earnings per 
share increased approximately 20 per 
cent. If volume increases another 10 
per cent this year, net per share readily 
could reach $8 and if the same rate of 
gain should continue next year it con- 
ceivably could exceed $10. For many 
years the dividend has amounted to 
around 70 per cent of profits. 

Necessarily there are some “ifs” in 
such forecast—but the trend of busi- 
ness and purchasing power is upward, 
the prospect in liquor containers is 
good, and out of the new ventures in 
cans, glass blocks and glass wool at least 
some additional profit should result, 
possibly very important profits. For 
longer holding, we conclude that the 
issue is a sound and promising invest- 
ment, even though largely devoid of 
apparent near-term speculative attrac- 
tion. 








Significant Foreign Events 
(Continued from page 509) 

















ers have been chartered, mainly by 
Italy. 

Under these difficulties, the Soviets 
will undoubtedly endeavor to avoid any 
aggression or incident which might lead 
to war. The Kremlin is furthermore 
jittery over the rumor of an agreement 
of mutual support between Japan and 
Germany signed on January 4, 1936, at 
Tokyo. According to the best-in- 
formed sources, this agreement stipu- 
lates reciprocal assistance of both con- 
tracting parties in case of an unpro- 
voked attack on either of them. 

Connected with Japanese expansion 
there is good evidence to support the 
belief that a Mongolian prince will 
shortly proclaim an independent state 
forming part of Inner Mongolia. The 
new state—Mengue—is to be supported 
by Manchurian troops under the leader- 
ship of Japanese officers. This eventual- 
ity is part and parcel of the “autonomy” 
movement for the development of 
Northern China, where Japanese eco- 
nomic interests are concentrated. The 
most important coal mines and 43 per 
cent of the total Chinese cotton crop 


lie in this area. By further develop- 
ment, some experts allege that Japan 
would soon become independent of the 
United States for her cotton supplies. 
Significant is the fact that the Orient 
Development Co., a subsidiary of the 
South Manchurian Railway, has already 
acquired a dominant position in this 
part of China, and hopes to secure a 
freer scope in exploiting capitalist in- 
itiative than in Manchukuo where mili- 
tary control plays the leading part. Up 
to the present time the S.M.R. has con- 
centrated in Manchukuo on_ such 
industrial schemes as the extension of 
coal-mining activities and oil shale ex- 
ploitation. A capital of approximately 
500,000,000 yen, it is estimated, will be 
required for the Northern China indus- 
trial program. Already a Japanese loan 
to China of 100,000,000 yen is dis- 
cussed in Tokyo, subject, of course, to 
China’s recognition of Japan’s position 
of predominance in the Far East. 

On January 20, Foreign Affairs Min- 
ister Hiroto emphasized the need for 
collaboration between Japan, China and 
Manchukuo to maintain peace in the 
East, to unite in the struggle against the 
encroachment of communism. Where 
England stands in relation to this trium- 
virate is difficult to determine. Her 
position, to say the least, is ambiguous 
—as ambiguous perhaps as her recent 
diplomatic manoeuvres in Europe 
With Great Britain avowedly opposed 
to the spread of Soviet power on the 
one hand, on the other zealously pro 
tecting the security of her oversea 
dominions, it will take the dexterity and 
ingenuity of a Disraeli to play Japan 
against Russia without losing her foot- 
hold in India or without surrendering 
her interests in China. 


* * * 


Germany—Dr. Schacht Still in 
the Saddle but with the 
Girth Slipping 


While German financiers have been 
attempting to angle a loan for the Ger- 
man government in the City of Lon- 
don, Dr. Goebbels, of the Ministry of 
Propaganda, is busy on a tack which 
may seriously inconvenience the plans 
of the ingenious Schacht. It appears 
that Dr. Goebbels has been particularly 
impressed by the ever-multiplying 
brand of “beefsteak” Nazis — brown 
without, red within—who are exerting 
increasing pressure on party leaders for 
relief from the food and raw material 
crisis. Total imports of foodstuffs, pre- 
viously reduced to a bare minimum, 
again decreased 7 per cent between 
January and October, 1935, and cereal 
consumption reduced to 72/2 per cent 
of 1929. 

Acting on the assumption that some- 
thing spectacular must take place in the 
economic field to prevent the ousting 
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by the German people of the Nazi 
party, and particularly Dr. Goebbels, 
the latter has taken under his wing 
Business Research Chief Wagemann, 
and is training him as an understudy 
apparently for the role of economic 
dictator now held by Dr. Schacht. It 
is of particular interest to note in this 
connection that the latest number of 
Wagemann’s economic bulletin con- 
tains, for the first time in Germany since 
Hitler last declared his unchangeable 
opposition to inflation, an open plea for 
such a plan. Although credit inflation 
through the pyramiding of treasury note 
issues has about reached the breakdown 
point, it is improbable that Dr. Goeb- 
bels will get very far with his present 
split party ambition. Nevertheless, the 
Wagemann publication unreservedly 
advocating inflation in Germany repre- 
sents an important move on the political 
barometer. 








Are We Fooling Ourselves in 
Foreign Trade? 


(Continued from page 506) 








active internal business volume, de- 
manding larger supplies of essential for- 
eign materials. 

On the whole the evidence plainly 
reflects the continuing great resistance 
prevailing under present world eco- 
nomic conditions and nationalistic bar- 
riers to any major expansion in the 
physical volume of our foreign trade, 
as distinct from its somewhat illusory 
and changing dollar value. 

A graphic picture of our foreign 
trade, by countries and major products, 
is presented on pages 506 and 507. 
Nine products or product groups—cot- 
ton, petroleum products, automobiles 
and accessories, machinery and equip- 
ment, meats, vegetable and food prod- 
ucts, tobacco, iron and steel and chemi- 
-als—account for 77 per cent of our 
cotal value of exports. Of these, cotton 
is by far the most important and like- 
vise constitutes our single greatest for- 
gn trade problem, for our dominance 
in the world market is threatened by 
rapid expansion of foreign growths, 
notably in Brazil—a trend encouraged 
by our price-raising and output restric- 
tion efforts of the past few years. 

There is no single import even half 
-he value of our cotton export. The 
largest, in order, are paper base stocks 
ind paper—in which Canada is domi- 
vant—sugar, coffee, rubber, silk, tin 
ind vegetable oils. 

Our chief present hope of stimulating 
foreign trade rests on the experiment of 
reciprocal trade agreements to which the 
Roosevelt Administration is committed. 
Ten such agreements have been nego- 
tiated, the most recent and by far the 
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most important having been with Can- 
ada. None has been in effect long 
enough to throw much significant light 
on the longer possibilities of this policy. 

Our agreement with Cuba has sub- 
stantially expanded this two-way trade, 
but the total is relatively small and the 
question is merely that of how much 
Cuban sugar we care to let in. A 
much more diverse trade, both ways, is 
involved in the Canadian, Dutch and 
Belgian agreements and the effects of 
these treaties this year will be watched 
with the keenest of interest by both the 
sponsors and opponents of our present 
policy. 

As a result of “the most favored na- 
tion” principle to which our Govern- 
ment is committed, tariff reductions 
made by us in the reciprocal pacts are 
in effect a general lowering of our 
tariff structure, applying to other coun- 
tries as well as to the particular nation 
with which we have negotiated a trade 
agreement. This is the basis for much 
criticism and is probably the feature of 
the present policy that has had least 
public attention. The tariff powers in 
the President, however, are highly flex- 
ible. Moreover, should events prove it 
necessary, Congress can at any time step 
in and take remedial action. 

While recovery thus far in our inter- 
national trade, measured in realistic 
figures, is nothing to shout about, this 


depressed trade nevertheless remains 
of vital import1nce to us. A two-way 
business of $4,330,000,000 a year is 
not to be sneezed at. It exceeds the 
present annual value of our construc- 
tion and our automobile production 
combined. 








Superheater Co. 
(Continued from page 528) 





—— 





are made in the railroads’ own shops 
or jobbed out. 

With electric power consumption 
attaining new high records, many elec- 
tric power and light companies are 
planning extensions to their facilities. 
Many others would take similar action, 
once they are assured of relief from 
punitive and ill-considered legislation. 
The nullification of the Public Utility 
Act of 1935 by the United States Su- 
preme Court, practically a foregone 
event, would in all probability provide 
the signal which would release utility 
purchases on a large scale. Thus, it 
will be seen that while the factors in 
the outlook for Superheater Co., at this 
time are not definitely assured, their 
promise is sufficiently well defined to 
supply an interesting speculative back- 
ground. (Please turn to next page) 
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1936 
Price Range 
——— Recent 
Name and Dividend High Low Price 
Alum. Co. of Amer......... 10214 87 10014 
Amer. Cyanamid B (.60).... 3534 29344 35% 
Amer. Gas & Elec. (1.40) . 4114 874 4034 
Amer. Lt. & Tr. (1.20)...... 213%, 17% 21% 
Amer. Superpower......... 4 2% 334 
Assoc. Gas Elec. “A” 2% 2% 
Atlas Corp. (f.30).......... 14% 13 144% 
Cities Service ..........cc00 134 3 6% 
Cities Service Pfd.......... 693, 41144 66% 
Commonwealth Edison (4).. 11 97 105 
Consol. Gas Balt. (3.60 8944 84 8814 
(| OSS age ae % 4% 6% 
OOS er 293%, 2534 2734 
Creole Petroleum ({.20).... 3434 19% 8334 
Elec. Bond & Share........ 1934 15% 183% 


. Share 7 
Elec. Bond & Share Pfd. (6). 81 7434 18 
Assoc. A 9 84 


Wisk Rubber............... 8, 6% 84 
Ford Mot. of Can. “A” ({.80) 265, 2434 25 


1936 
Price Range 
-——————.. Recent 

Name and Dividend High Low Price 
Ford Motor, Ltd. (t.10) .. 8% 84% 854 
ee eS ee 93 7645 #«=81 
Glen Alden Coai be 18 154% 17% 
Hudson Bay M. & S. (1).... 2834 2923; ©2754 
OSS) a 3% 6212 72 
Imperial Oil (*.60)......... 24146 20 2414 
Lake Shore Mines (*2). 69% 61 57% 
National Sugar Ref. (2).. 2534 +23 2514 
Niagara Hudson Power..... 11 83% 3=—10 % 
Novadel-Agene (2)......... 3914 35% 387 
Pan-Amer. Airways (1)..... 635g 453; 652 
Pepperel Mfg. (8).......... 7014 6314 6614 
Pitts. Pl. Glass (*2)........ 11014 98% 110), 
Sherwin-Williams o. ANY. 130 11814 125 
South Penn Oil 9 ee 8514 3244 6% 
United Lt. & Pwr. A........ 534 334 534 
United Shoe Mach. Aissigs** 90 83 8834 


* Annual rate—not including extras. 
t Paid last year. 








Despite the specialized character of 
the company’s business, and the severe 
stump in the demand for its products 
during the depression, operations were 
maintained on a profitable basis and 
dividends, although reduced, were con- 
tinued without interruption. A simple 
capitalization and ample financial re- 
sources contributed in important mea- 
sure to this showing. The company has 
no funded debt and owes nothing to the 
banks. Capitalization consists solely of 
874,000 shares of stock, currently pay- 
ing dividends at the rate of 50 cents 
annually. Last year’s dividends were 
fully covered by earnings in the first 
nine months and for the full year pro- 
fits were probably equal to around 65 
cents a share. On the basis of these 
earnings, the shares, at 35, quite ob- 
viously are “selling on prospects.” That 
these hopes are not without basis, has 
already been noted, while the fact that 
the company’s earnings in the period 
from 1925 to 1930 inclusive averaged 
around $3.75 a share annually supplies 
the criterion of earning power under 
more favorable industrial circumstances. 
With the company’s greatest measure of 
recovery still to be experienced, the 
shares may be adjudged as a worthy 
speculative vehicle contingent upon fur- 
ther extension of general business re- 
covery. 








Chain Stores “On the Spot” 
(Continued from page 521) 








mutually agreed upon, the wholesale 
grocers, brokers and independents are 
behind the measure. In opposing the 


measure the chains have the support of 
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the voluntary chains whom the bill 
would also hurt. The chains have a 
powerful argument in the fact that this 
new law would definitely saddle higher 
prices on the consumer. If the inde- 
pendents were a bit more thoughtful 
they would recognize that higher prices 
would stimulate the already growing 
consumer co-operative stores. 

All of these measures aimed at chain 
stores are a greater threat to food chains 
because they have a lower average 
profit per unit than other chains. A 
group of eighteen grocery chains, in- 
cluding A. and P., Kroger, Safeway, 
American, and First National, show 
the following results. 


Profit Per 
Dollar of 

Year Net Sales Net Profits Sales 
1933.. $1,696,808,000 $41,710,000 2.5 cents 
1934.. 1,777,528,000 $30,084,000 1.7 cents 


Despite a 5 per cent gain in sales from 
1933 to 1934, profits declined 28 per 
cent due to greater expenses, taxes and 
wages. A. and P., with an annual 
turnover of more than $800,000,000, 
has never profited more than four cents 
per dollar of sales. During the past 
twenty years this company’s profit 
averaged 2.6 cents per dollar of sales. 
It is, perhaps, natural that John A. 
Hartford, president of A. and P., 
should be the first to suggest drastic 
measures designed to confound the anti- 
chain store factions. 

In a recent public statement Mr. 
Hartford said that they had considered 
turning over their stores to the manag- 
ers in states where taxation is excessive, 
on a lease and agency basis, but that he 
was convinced the voluntary or co- 
operative chains are the next class to be 
burdened with special taxes. To quote 
Mr. Hartford:— 

“Probably the simplest and most 


workable plan would be to sell our 
stores to our present managers in states 
where discriminatory taxes are passed, 
and enter the wholesale food business. 
Our warehouses, equipment, supervis- 
ory and buying staffs would enable us, 


I believe, to service manager-owned 
stores and other good independent re- 
tailers much more efficiently and 
cheaply than most wholesalers. I un- 
derstand that one large chain is al- 
ready experimenting with a similar plan 
in a section where taxes have made the 
operation of stores prohibitive. 
when people who pay food bills realize 
that special chain store taxes are in 
reality sales taxes on the prime essen- 
tials of life, most of the extreme laws 
will be repealed on public demand. For 
the present I can only repeat that we 
intend to protect our employees in those 
states swept by anti-chain store legisla- 
tion, and the means of doing that seem 
to be limited to the two plans I have 
described.” 

It has been reported that all chain 
officials are giving consideration to the 
remedy advanced by Mr. Hartford. 
Safeway and Kroger have experimented 
as wholesalers on the cost-plus prin- 
ciple, profiting through the cash dis- 
count. Clearly, this is a threat to the 
wholesalers and for that reason may be 
enough to change the course of state 
and Federal anti-chain legislation. It 
seems likely that the plan would prove 
successful providing that under the 
manager-owner plan the same merchan- 
dising results are achieved as under the 
present scheme. Perhaps the chains 
will be able so to organize the contem- 
plated transition that the change will be 
pretty much confined to legal docu- 
ments. In that case they would have 
everything to gain. 

A recent development that may effect 
chain stores is the enactment by eleven 
states of laws allowing resale price 
agreements on trademarked goods. In 
every case these contracts for the main- 
tenance of minimum retail prices are 
permissive, not mandatory. That part 
of the New York State law which re- 
quired all retailers to sell a manufac- 
turer’s product at a designated price, 
when the manufacturer enters into a 
contract with one retailer, has been 
voided by the State Supreme Court. 
Distributors in fourteen states which 
have not such laws are active in urging 
their enactment. Drug chains have 
been the chief beneficiaries of these 
laws, as they have been their strongest 
advocates. Other type chains have 
been reluctant to take a position regard- 
ing them, although English legislation 
of this nature is said not to have handi- 
capped large scale retailing. 

It is probable that should these price 
maintenance laws “freeze” retail prices 
the chains would make a better profit 
on the merchandise embraced by them, 
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since they now undersell competitors on 
such items. This would still allow the 
food chains to pass along operating sav- 
ings to consumers through low prices on 
meats, fresh fruits and vegetables and 
bulk groceries, and on their own and 
unbranded goods. Moreover, chain 
stores are usually better stocked, more 
attractive and modern, service more efhi- 
cient than that of the independents. 

Because these are critical days for the 
chain stores it behooves the investor to 
watch the situation with more than 
customary care. If chains were un- 
hindered the current upward trend of 
retail prices and the revival of consumer 
purchasing power would be more easily 
translatable into profits. At the mo- 
ment the food chains are in the more 
dificult position. The revival of semi- 
luxury purchases means much to the 
department store chains. Variety 
chains—five cents to one dollar—have 
a price and volume stability less subject 
to the ebb and flow of prosperity than 
most other retail stores. Incidentally, 
Woolworth is now introducing a forty- 
cent top price. Drug chains have an 
advantage in that they are open until 
late at night and all day Sunday and 
holidays, thereby giving them a better 
opportunity to do a large volume. 
However, the drug chains are put to the 
necessity of costly locations. 








As I See It 


(Continued from page 493) 





would like to wield the same kind 
of power over us here. Under the 
guise of creating recovery they are en- 
deavoring to get control of the assets 
and the tools of enterprise and distribu- 
tion that provide work for the masses 
—so that they can better control the 
masses as they do in Russia and in Ger- 
many. There is no loot to be found so 
great as that which can be captured in 
the United States. 

It is for that reason that they belittle 
the process of correcting and wiping out 
existing abuses and demand rather, a 
complete change of government to 
supplant that system which has func- 
tioned so successfully since the era of 
industrial development began in the 
United States. 

So easy is it to take progress for 
granted, that it is to be doubted whether 
the staunchest advocates of capitalism 
fully comprehend the revolution which 
private enterprise and initiative has 
wrought; but this much is obvious: No 
new revolution is needed. The one in 
progress in the United States has proven 
itself to be based on a sound premise. 
It has not achieved perfection; but can 
we expect it in any system that men 
control? Although it has been under 
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way for several generations yet it has 
scarcely gotten started. What it has 
done already in lessening the individu- 
al’s toil and increasing the material 
reward, therefore, is but a portent of 
still greater gains to come when our 
people again gain full confidence in 
their collective destiny and relegate gov- 
ernment to its proper role, which is 
that of umpire in the game and neither 
captain nor quarterback of the team. 








Sun Oil 
(Continued from page 525) 








that it has enough work to employ 
5,000 men in its shipyards throughout 
this year and into 1937. 

An effective marketing organization 
has been developed by Sun and with 
the support of an aggressive advertising 
campaign, said to be the second largest 
in the industry, sales efforts have been 
well rewarded. To eliminate the ex- 
pense of distributing several grades of 
motor fuels, the company has confined 
ite distribution of gasoline to one type 
of relatively high grade product known 
as “Blue Sunoco.” 

At the present time the company has 
ofices and warehouses in more than 
100 cities, while domestic distribution 
of all of the company’s products is car- 
ried on by more than 13,000 retail deal- 
ers and in excess of 700 company-owned 
or controlled filling stations located in 
practically all of the northeastern quar- 
ter of the United States; Florida, Texas, 
Oklahoma and in Canada, from Hali- 
fax to Windsor, Ontario. The com- 
pany also does an export business, 
mainly in lubricating oils. Back of this 
marketing endeavor is an investment in 
excess of $103,500,000 and a sales fig- 
ure for 1935 of around $85,000,000. 


So much for the oil reserves, physi- 
cal equipment, and marketing facilities 
of the company. We now come to the 
financial position of the company. Like 
other oils, Sun has enjoyed the steady 
betterment of the industry's general 
status and if the petroleum industry is, 
as forecast by many students of the 
situation, on the verge of entering an 
era of prosperity without precedent, it 
is only reasonable to assume that the 
company should continue to make 
progress. 

The company follows a policy of 
making liberal allowances for depletion 
and depreciation and charges all in- 
tangible drilling costs to operations. 
Under these circumstances, reported 
earnings obviously are conservatively 
stated, a factor which quoted values 
for the shares would appear to recog- 
nize. Working capital was $18,413, 
143 on June 30, 1935, compared with 


$16,666,481 on December 31, 1934. 
Current assets increased from $25,960,- 
033 on December 31, 1934, to $27,541,- 
390 on June 30, 1935, while liabilities 
decreased during the six-month period 
from $9,293,551 to $9,128,247. Of 
total current assets as of June 30, 1935, 
it is significant to note that $4,984,677 
was in cash. 

The funded debt of the company 
consists of $6,500,000 Sinking Fund 
334% debentures, due September 1, 
1939. The sinking fund requirement is 
$268,000 annually. Following this is 
an issue of $10,000,000 6% cumulative 
preferred stock, $100 par, which 
earned $31.58 per share during the first 
half of last year and which has con- 
sistently earned from five to more than 
twelve times requirements over the past 
several years. 

This latter issue would at first glance 
appear to offer an attractive opportun- 
ity to participate in the earnings of the 
company, but being callable either in 
whole or in part at 115 there is the 
danger of encountering a loss since the 
preferred is currently selling above the 
call price. 

While there have been no signs on 
the financial horizon to indicate any 
immediate likelihood of action on the 
part of the directors toward calling the 
issue, it is only necessary to look back 
to the latter part of 1934 when the 
company called and redeemed $7,597,- 
000 debentures not due until 1939 but 
which carried a coupon of 5%, and 
issued in place thereof the present 
334% debentures, thereby reducing the 
funded debt by $1,097,000 and effect- 
ing an annual saving of some $175,000 
in interest charges. 

Parenthetically, the present deben- 
tures were sold privately—such was the 
credit of the company even in the try- 
ing days of 1934—while additional 
funds needed to retire the debentures 
of the higher rate were supplied from 
current income. 

Now with regard to the common 
shares. There are 2,029,655 full shares 
of common stock outstanding of a total 
authorized issue of 2,300,000 shares. 
In addition, there are 1,333.06 scrip 
shares outstanding which represent 
fractional shares issued in connection 
with stock dividends. This makes a 
total of 2,030,988.06 shares and by 
process of deduction leaves but 269,- 
011.94 shares that may yet be issued 
unless, of course, some rearrangement 
of the capital structure is brought about. 
Thus, unless some revision of the capi- 
tal structure is effected the practice of 
paying stock dividends at even the pres- 
ent rate of 7% per annum must auto- 
matically come to an end in less than 
two years. Under such circumstances 
it may be expected that the usual cash 
dividend of $1 per annum will be in- 
creased, although earnings on the com 


545 

















Bank, Insurance and 
Investment Trust Stocks 

















Active Issues. 


Quotations as of Recent Date 


BANK AND TRUST COMPANIES 


Bankers (2) 

Bank of Manhattan (114)... 
Bank of N. Y. & Trust (14) 
Central Hanover (4)...... 


mon during recent years have been 
such as to have justified a less conserva- 
tive management in making a larger 
cash distribution regardless of, or in ad- 
dition to, the stock dividend of 9% in 
1933; 9% in 1934 and 7% in 1935. 

A larger disbursement in cash would 
be quite logical if the current trend of 
earnings persists. For 1935, the com- 
pany’s earnings on the common shares 
after allowing for prior charges and 
preferred dividend were $3.45 per 
share comparing with $3.51 on a smaller 
number of shares in 1934. The current 
price of 85 is thus about 25 times 1935 
earnings—a fairly high ratio even in 
these days. This generous market ap- 
praisal, however, doubtless evaluates in 
addition to earnings, such factors as 
conservative accounting practices, a 
large equity in oil reserves, and the com- 
pany’s impressive record in the past. 

Marketwise, there is little to lend 
enthusiasm to the speculator looking 
for and expecting a large and quick 
profit-turnover for he must not disre- 
gard the earlier-mentioned conservative 
control and management as well as the 
comparatively small trading market for 
the shares that exists due to the large 
proportion of the total issue held by the 
powers-that-be, namely, the Pews. On 
the other hand, the investor may pru- 
dently take inventory not only of the 
many favorable trade circumstances de- 
veloped and developing in the industry 
but may also reason that the same con- 
servative control and management is a 
measure of assurance of continued or 
increased earnings and of further prog- 
ress of the company. 
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INSURANCE COMPANIES—(Continued) 
Bid Asked 
Great American (*1.20).......... 
Hanover F. (1.60) 
Hartford Fire (*2.50) 
SS) ere 
ational Fire (8) .............00% 
Phoenix (*2%4) 
Sun Life Can 
Travelers (16) 
United States Fire (*1.70)........ 
Westchester F. (*1.40) 


INVESTMENT TRUST SHARES 


Bullock Fund 
Corporate Trust—AA 
Fidelity Fund 
Incorporated Investors........... 
Mass. Invest 
Nation-Wide Securities B 
No. Amer. Trust Shares 1958..... 
uarterly Income Shares 
pencer Trask Fund 
Uselps Voting Shares 
* Includes extras. 








Happening in Washington 
(Continued from page 497) 








curious illustration of governmental 
ineptitude. Somehow or other the ar- 
chitects and engineers who gained val- 
uable experience in the original Sub- 
sistance Homesteads division, a subur- 
ban housing undertaking, were shifted 
over to the new Rural Resettlement 
work, when Subsistence Homesteads 
were inherited by Tugwell from Ickes. 
So, the experienced men are now 
handling farm homes exclusively 
and a new raft of technicians are 
learning on their own (and un- 
learning likewise) in suburban work 

all that their predecessors had 
learned or unlearned by experience. 


Professional suburban subdivid- 
ers are raging as they see the Govern- 
ment offering underprivileged people 
in favored house-and-chicken-belt good 
cottages at $600, with monthly pay- 
ments as low as $12, covering also an 
acre or so of land. These cottages are 
not splendid villas, but they are mod- 
ern, sanitary, well-planned and _ built 
of amply good materials. 


Government in private business 
this certainly is. The builders rage 
against it but (such is selfish hu- 
man nature) the industrialists who one 
day firmly resolve together that gov- 


ernment should get out and stay out 
of business go home the next day and 
individually appeal to Tugwell to lo 
cate one of his colonies on the edge 
of their midst, completely ignoring the 
local realtors’ anguish. Rex, the sar 
torially superb, laughs in his sleeve. 

Former new dealers, who were such 
only because they thought the Roos. 
velt new deal was only the vestibule to 
a newer and better deal of their own, 
are as mad as the realtors. Tugwell is 
“only making serfs of the workers” he 
sometimes hints at sovietizing (see his 
Los Angeles speech), so they screan. 
Give a worker a home on the uneasy 
payment plan and he will think twice 
and several times more before he will 
quit his job at the local cash payment 
works which ekes out his home-grown 
milk, eggs and vegetables. 

“What communism in this coun 
try needs is a mobile proletariat, 
unattached and unfed.” How can 
the workers unite with the farmers 
if they are to be trapped and sold 
down the river to proprietorship in 
this tricky way? 


Brain trusters are going down in 
the Washington market. Since he 
guessed wrong on gold buying and 
dollar devaluation as a price elevator 
Professor Warren rates only $25 a day 
from the Treasury—and worked only 
three days in all of 1935. Pearl Buck's 
ex-husband rates higher. For giving the 
Treasury rejected silver advice from 
his outlook in China the missionary 
got $3,400 for seven months work. See 
appropriation hearings. 








What the Bondholder Should 
Do Now 


(Continued from page 511) 








hazardous to recommend the indiscrimi 
nate sale of strong bonds, on the interest 
from which so many are wholly de- 
pendent. Nor are we making this 
recommendation at the present time, for 
it is realized that bonds have a place in 
most portfolios almost regardless of cir: 
cumstances. We do think, however, 
that the bondholder would be foolish 
not to face the facts and consider 
whether his future welfare would not 
be best served by some reduction in his 
holdings of high-grade fixed-income ob- 
ligations — and this, even though the 
only alternative for most will be the 
purchase of common stocks, most of 
which are admittedly extremely high on 
any basis of statistical appraisal, but 
which will go higher in the event that 
there should be further development of 
present tendencies. 
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